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BERKELEYAN 

March  23-29,  1994 


A  memorial  service  for  Ewald 
Theophilius  "E.T."  Grether,  found 
ing  dean  of  the  Hass  School  of  Busi 
ness,  will  be  held  Saturday,  March  26, 
at  10  am  at  St.  John's  Presbyterian 
Church,  2727  College  Aye.,  Berkeley. 

Grether,  a  national  leader  in  the  de 
velopment  of  modern  business  educa 
tion,  died  March  1 1  at  his  home  in 
Berkeley.  He  was  94. 

Dean  of  the  business  school  from 
1941  to  1961,  Grether  pioneered  the 
transformation  of  American  business 
education.  A  renowned  authority  on 
marketing  theory  and  research,  he 
steered  it  from  its  early  vocational  fo 
cus  on  training  people  for  industry  to 
one  that  emphasized  rigorous  analysis 
of  markets  and  economies. 


E.T.  Grether 

Grether  is  credited  with  reorganizing 
the  College  of  Commerce,  established 
in  1 898,  into  the  School  of  Business 
Administration,  the  predecessor  of  the 
Haas  School  of  Business. 

Bom  in  1899  in  New  Philadelphia, 
Ohio,  Grether  received  his  BA  in  eco 
nomics  from  the  University  of  Ne 
braska  in  1922  and  MA  and  PhD  in 
economics  from  Berkeley  in  1923  and 
1924,  respectively.  In  1925,  he  rnai- 
ried  Carrie  Maclay,  Berkeley's  firs; 
woman  teaching  fellow  in  economics. 
She  died  last  year. 

Grether's  20-year  tenure  as  dean  is 
the  longest  held  by  any  of  the  business 
school's  deans  and  spanned  wartime 
and  the  postwar  development  of  the 
California  economy,  the  UC  system, 
and  the  business  school. 

Grether  also  directed  the  campus's 
Institute  of  Industrial  Relations  from 
1952-54  and  held  posts  in  university 
governance,  including  chair  of  the 


Academic  Senate.  During  the  Free 
Speech  Movement  and  the  early  Viet 
nam  war  protests,  he  represented  the 
interests  of  the  university  and  faculty 
before  the  regents. 

He  served  as  a  consultant  to  diree  US  . , 
presidential  administrations.  During 
the  Roosevelt  years,  he  advised  the 
National  Recovery  Administration  and 
then,  during  World  War  II,  the  Na 
tional  War  Labor  Board  and  the  Office 
of  Price  Administration. 

In  the  Truman  administration, 
Grether  was  director  of  economic  man 
agement  and  a  consultant  to  the  Na 
tional  Security  Resources  Board  from 
1948-50.  He  also  served  from  1953- 
55,  during  the  Eisenhower  years,  as  a 
member  of  the  US  Attorney  General's 
Committee  to  Study  Antitrust  Laws. 

In  the  postwar  period,  Grether  was  a 
close  adviser  to  Gov.  Earl  Warren  on 
water  resources  development,  employ 
ment  and  unemployment  insurance, 
and  industrial  development. 

A  prolific  Avriter,  he  published  hun 
dreds  of  papers,  reports,  and  books  on 
topics  including  pricing,  competition, 
regional  economic  analysis,  market 
ing  theory,  and  business  education. 

He  was  a  recipient  of  many  honorary 
degrees  and  citations,  including  the 
Berkeley  Medal,  the  university 'shigh- 
est  honor. 

Grether  is  survived  by  a  daughter, 
son,  and  sister,  10  grandchildren  and 
12  great-grandchildren.  Donations  in 
his  memory  can  be  sent  to  the  Haas 
School  of  Business  (642-7790)  or  to 
St.  John's  Presbyterian  Church  (845- 
6830). 


OAKLAND  TRIBUNE 
March  12,  1994 


UC  business  school 
founding  dean  dies 


FROM  STAFF  AND  WIRE  REPORTS 

BERKELEY  —  Ewald  T. 
Grether,  founding  dean  of  the 
University  of  California  at  Berke 
ley's  business  school,  died  at  his 
home  Friday.  He  was  94. 

Mr.  Grether,  known  to  friends 
and  associates  as  "Greth," 
served  as  dean  of  the  school  from 
1941  to  1961.  He  was  also  a  con 
sultant  to  three  U.S.  presidential 
administrations  and  a  close  ad 
viser  to  California  Gov.  Earl 
Warren  on  water  resources  devel 
opment,  employment  and  unem 
ployment  insurance  and 
industrial  development. 

He  said  in  an  interview  that  his 
proudest  moment  was  In  1941 
when  he  was  named  dean  of  the 
College  of  Commerce.  In  the  next 
few  years,  he  reorganized  It  into 
the  School  of  Business  Adminis 
tration,  the  predecessor  of  the 
Haas  School  of  Business. 


Mr.  Grether  was  a  student  in 
the  old  UC  College  of  Commerce 
and  received  a  Ph.D.  from  Ber 
keley  in  1924.  He  began  teaching 
there  two  years  earlier. 

hi  1939,  he  was  named  a  full 
professor  of  economics  and  be 
came  dean  of  the  College  of  Com 
merce  in  1941. 

Between  1948  and  1961.  Mr. 
Grether  served  various  positions 
in  government  and  academla,  in 
cluding  economic  consultant  to 
the  National  Security  Resources 
Board. 

He  leaves  his  daughter,  Vir 
ginia  Moose  of  Sacramento;  a 
son,  David  of  Altadena;  a  sister, 
Dora  Woelfle  of  Loveland,  Colo.; 
10  grandchildren  and  12  great 
grandchildren. 

His  wife,  Carrie  Maclay,  the 
university's  first  woman  teaching 
fellow  in  economics,  died  last 
year.  They  were  married  in  1925. 


GRETHER,  Ewald  T.  (b.  1899)  Professor  of  Economics 


Dean  of  the  UC  Berkeley  Schools  of  Business  Administration.  1943-1961: 
Leader  in  Campus  Administration.  Public  Service,  and  Marketing  Studies:  and 
Forever  a  Teacher.   Two  volumes,  1993,  xviii,  1069  pp. 

Ancestors  and  family;  working  through  school  and  university  years;  six 
decades  of  University  of  California  and  Berkeley  life;  innovative  teaching, 
including  marketing  theory  and  practice;  College  of  Commerce  and  Schools  of 
Business  Administration:  history,  organization,  faculty,  curriculum 
development,  Flood  Foundation;  work  of  the  Academic  Senate;  World  War  11: 
War  Labor  Board,  Office  of  Price  Administration;  post-war,  California  and 
Earl  Warren,  Commission  on  Unemployment;  federal  assignments  in  the  Truman 
Era,  National  Security  Resources  Board,  1948;  State  Department  mission  to 
Sweden,  1953,  and  other  foreign  study  and  travel;  University  of  Texas, 
seminars,  1978;  Clark  Kerr:  problems  of  the  Institute  of  Industrial 
Relations,  1945,  UC  presidency,  1958-1967;  Berkeley,  the  loyalty  oath,  and 
problems  of  the  1960s;  business  and  economics  in  California  and  Montana; 
state  and  national  Fair  Trade  legislation,  and  significant  court  cases; 
developments  in  water  law;  honors,  awards,  publications.   Includes 
interviews  with  Carrie  Maclay  Grether:  observations  of  Ewald  Grether's 
contributions  and  teaching,  California  style  and  Berkeley  life,  a  working 
ranch  in  Montana. 

Introduction  by  Clark  Kerr,  President  of  the  University  Emeritus  and 
Professor  of  Business  Administration  Emeritus. 

Interviewed  1975-1987  by  Harriet  Nathan  for  the  University  History  Series. 
The  Regional  Oral  History  Office,  The  Bancroft  Library,  University  of 
California,  Berkeley. 


Donors  to  the  Ewald  T.  Grether  Oral  History 


The  Regional  Oral  History  Office,  on  behalf  of  future 
researchers,  wishes  to  thank  the  following  persons  and 
organizations,  listed  by  the  names  they  held  at  the  time 
donations  were  made.   Their  contributions  made  possible  this 
oral  history  of  Ewald  T.  Grether. 


UC  Berkeley  Chancellor's  Office 
University  of  California,  Berkeley  Foundation 

California  Alumni  Association 
The  Schools  of  Business  Administration  and  Alumni 

Haas  School  of  Business 
Elise  and  Walter  Haas,  Sr. 

Clark  Kerr 
Harry  R.  Vellman 

And  individuals  who  chose  to  donate  through  one 
or  more  of  the  organizations  listed. 
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PREFACE 


When  President  Robert  Gordon  Sproul  proposed  that  the  Regents  of  the 
University  of  California  establish  a  Regional  Oral  History  Office,  he  was 
eager  to  have  the  office  document  both  the  University's  history  and  its 
impact  on  the  state.  The  Regents  established  the  office  in  1954,  "to 
tape  record  the  memoirs  of  persons  who  have  contributed  significantly  to 
the  history  of  California  and  the  West,"  thus  embracing  President 
Sproul 's  vision  and  expanding  its  scope. 

Administratively,  the  new  program  at  Berkeley  was  placed  within  the 
library,  but  the  budget  line  was  direct  to  the  Office  of  the  President. 
An  Academic  Senate  committee  served  as  executive.   In  the  more  than  three 
decades  that  followed,  the  program  has  grown  in  scope  and  personnel,  and 
has  taken  its  place  as  a  division  of  The  Bancroft  Library,  the 
University's  manuscript  and  rare  books  Library.   The  essential  purpose  of 
the  office,  however,  remains  as  it  was  in  the  beginning:   to  document  the 
movers  and  shakers  of  California  and  the  Uest,  and  to  give  special 
attention  to  those  who  have  strong  and  often  continuing  links  to  the 
University  of  California. 

The  Regional  Oral  History  Office  at  Berkeley  is  the  oldest  such 
entity  within  the  University  system,  and  the  University  History  series  is 
the  Regional  Oral  History  Office's  longest  established  series  of  memoirs. 
That  series  documents  the  institutional  history  of  the  University.   It 
captures  the  flavor  of  incidents,  events,  personalities,  and  details  that 
formal  records  cannot  reach.   It  traces  the  contributions  of  graduates 
and  faculty  members,  officers  and  staff  in  the  statewide  arena,  and 
reveals  the  ways  the  University  and  the  community  have  learned  to  deal 
with  each  other  over  time. 

The  University  History  series  provides  background  in  two  areas. 
First  is  the  external  setting,  the  ways  the  University  stimulates, 
serves,  and  responds  to  the  community  through  research,  publication,  and 
the  education  of  generalists  and  specialists.   The  other  is  the  internal 
history  that  binds  together  University  participants  from  a  variety  of 
eras  and  specialties,  and  reminds  them  of  interests  in  common.   For 
faculty,  staff,  and  alumni,  the  University  History  memoirs  serve  as 
reminders  of  the  work  of  predecessors,  and  foster  a  sense  of 
responsibility  toward  those  who  will  join  the  University  in  years  to 
come.   For  those  who  are  interviewed,  the  memoirs  present  a  chance  to 
express  perceptions  about  the  University  and  its  role,  and  offer  one's 
own  legacy  of  memories  to  the  University  itself. 

The  University  History  series  over  the  years  has  enjoyed  financial 
support  from  a  variety  of  sources.   These  include  alumni  groups  and 
individuals,  members  of  particular  industries  and  those  involved  in 
specific  subject  fields,  campus  departments,  administrative  units  and 
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special  groups,  as  well  as  grants  and  private  gifts.   Some  examples 
follow. 

Professor  Walton  Bean,  with  the  aid  of  Verne  A.  Stadtman,  Centennial 
Editor,  conducted  a  number  of  significant  oral  history  memoirs  in 
cooperation  with  the  University's  Centennial  History  Project  (1968). 
More  recently,  the  Women's  Faculty  Club  supported  a  series  on  the  club 
and  its  members  in  order  to  preserve  insights  into  the  role  of  women  in 
the  faculty,  in  research  areas,  and  in  administrative  fields.  Guided  by 
Richard  Erickson,  the  Alumni  Association  has  supported  a  variety  of 
interviews,  including  those  with  Ida  Sproul,  wife  of  the  President; 
athletic  coaches  Clint  Evans  and  Brutus  Hamilton;   and  alumnus  Jean 
Carter  Witter. 

The  California  Wine  Industry  Series  reached  to  the  University  campus 
by  featuring  Professors  Maynard  A.  Amerine  and  William  V.  Cruess,  among 
others.  Regent  Elinor  Heller  was  interviewed  in  the  series  on  California 
Women  Political  Leaders,  with  support  from  the  National  Endowment  for  the 
Humanities;  her  oral  history  included  an  extensive  discussion  of  her 
years  with  the  University  through  interviews  funded  by  her  family's  gift 
to  the  University. 

On  campus,  the  Friends  of  the  East  Asiatic  Library  and  the  UC 
Berkeley  Foundation  supported  the  memoir  of  Elizabeth  Huff,  the  library's 
founder;   the  Water  Resources  Center  provided  for  the  interviews  of 
Professors  Percy  H.  McGaughey,  Sidney  T.  Harding,  and  Wilfred  Langeller. 
Their  own  academic  units  and  friends  joined  to  contribute  for  such 
memoirists  as  Dean  Ewald  T.  Grether,  Business  Administration;  Professor 
Garff  Wilson,  Public  Ceremonies;  and  Dean  Morrough  P.  O'Brien, 
Engineering. 

As  the  class  gift  on  their  50th  Anniversary,  the  Class  of  1931 
endowed  an  oral  history  series  titled  "The  University  of  California, 
Source  of  Community  Leaders."  These  interviews  reflect  President 
Sproul 's  vision  by  encompassing  leadership  both  state-  and  nationwide,  as 
well  as  in  special  fields,  and  will  include  memoirists  from  the 
University's  alumni,  faculty  members  and  administrators.   The  first  oral 
history  focused  on  President  Sproul  himself.   Interviews  with  34  key 
individuals  dealt  with  his  career  from  student  years  in  the  early  1900s 
through  his  term  as  the  University's  llth  President,  from  1930-1958. 

The  University  History  memoirs  continue  to  document  the  life  of  the 
University  and  to  link  its  community  more  closely  --  Regents,  alumni, 
faculty,  staff  members,  and  students.  Through  these  oral  history 
interviews,  the  University  keeps  its  own  history  alive,  along  with  the 
flavor  of  irreplaceable  personal  memories,  experiences,  and  perceptions. 
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A  full  list  of  completed  memoirs  and  those  in  process  in  the  series 
is  included  in  this  volume. 

The  Regional  Oral  History  Office  is  under  the  the  direction  of  Villa 
K.  Baum  and  under  the  administrative  supervision  of  The  Bancroft  Library. 


9  November  1987 
Regional  Oral  History  Office 
University  of  California 
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Harriet  Nathan,  Series  Director 
University  History  Series 

Willa  K.  Baum,  Division  Head 
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INTRODUCTION- -by  Clark  Kerr 

It  has  been  a  long  way  for  E.  T.  Grether  from  Stone  Creek,  Ohio  in 
1899,  to  becoming  one  of  the  leading  academic  statesmen  in  one  of  the 
nation's  (and  world's)  great  institutions  of  higher  learning.   But  it  was 
also  a  unified  way  in  the  sense  that  it  was  marked,  step  by  step,  by  a 
consistent  pattern  of  hard  work,  commitment  to  the  general  welfare, 
adherence  to  high  moral  standards  of  conduct,  and  exercise  of  stable  good 
judgement.   Grether  is  Grether  whether  young  or  old,  on  campus  or  off, 
in  crisis  or  out,  a  presence  that  could  be  counted  on  in  what  among 
Quakers  would  be  called  a  "weighty  Friend,"  by  universal  acclamation 
always  called  to  sit  on  the  facing  bench  out  of  respect  for  his  integrity 
and  wisdom.   If  you  wanted  to  get  the  "sense  of  the  meeting,"  then  wait 
until  Grether  spoke . 

Grether  has  written  (or  actually  spoken)  more  than  a  magnum  opus- -in 
reality  a  maximum  opus  both  in  length  and  in  content;  in  content,  because 
Greth  has  lived  not  one,  but  several,  lives: 

First,  as  a  leader  in  the  academic  area  of  marketing  studies.   Here 
he  fell  into  an  always  small  and  now  largely  vanishing  category- -sadly 
so,  because  of  its  importance.  There  are  the  theorists  with  their 
sometimes  far  removed  assumptions  about  reality,  who  would  not  recognize 
an  actual  market  if  they  saw  one.   Then  there  are  the  practitioners  who 
reject  all  theory  as  irrelevant  to  actuality.  Greth  lived  in  a  third 
world  that  respected  theory  as  necessary  to  understanding,  but  tested  and 
adjusted  it  through  contact,  via  intensive  field  work,  with  all  the 
variations  in  the  real  world.   This  third  world  is  a  difficult  world  in 
which  to  live  because  it  involves  both  reading  and  experiencing,  and 
seeing  theory  as  modified  by  practice  and  practice  as  illuminated  by 
theory.   The  newest  (fourth)  world  is  that  of  the  technician  using  the 
computer,  who  needs  to  think  less  than  the  theorists  and  who  contacts  the 
real  world  largely  through  the  statistics  that  someone  else  has 
collected.   This  is  the  easiest  world  of  all  in  which  to  publish  fast  and 
furiously.   Greth  lived  in  the  most  difficult  of  these  four  worlds  (the 
third)  but,  in  his  judgement  and  in  mine,  the  most  interesting. 

Second,  as  a  policy  advisor  in  Sacramento  and  Washington  in  the 
areas  of  economic  growth  and  improvement  of  markets,  areas  that  now 
consume  the  attention  of  so  much  of  the  world. 

Third,  as  a  teacher  drawing  on  his  research  and  his  contacts  with 
policy,  but  also  drawing  on  his  conscientious  interest  in  each  of  his 
students  and  in  their  personal  advancement. 


Fourth,  as  an  administrator  for  twenty  years,  taking  an  old- 
fashioned  College  of  Commerce  and  turning  it  into  the  best  modern  School 
of  Business  Administration  in  any  of  the  great  public  universities  in  the 
nation.   I  say  "public"  because  most  of  the  leading  schools  of  business 
have  been  in  the  private  universities,  since  private  business  and 
industry  have  felt  more  in  sympathy  with  them  ideologically  and  more  in  a 
position  to  affect  their  development.  Nevertheless,  during  Grether's 
leadership,  the  School  of  Business  Administration  at  Berkeley  came  to  be 
counted  among  the  best  half  dozen  schools  of  business  administration  in 
the  nation  in  the  combination  of  categories  of  public  and  private  taken 
together.   It  was  particularly  distinctive  in  two  ways:   (1)  it 
emphasized  itself  as  part  of  the  intellectual  life  of  the  campus  and  not 
as  an  adjunct  of  the  business  world,  and  (2)  it  sought  to  maintain 
contact  with  and  become  a  center  of  activity  for  all  the  social  sciences, 
strengthening  them  and  being  strengthened  by  them. 

Fifth,  as  a  great  statesman  in  the  life  of  the  Academic  Senate, 
first  at  Berkeley  and  then  later  within  the  statewide  University  of 
California.   He  believed  in,  and  helped  the  practice  of  a  strong 
administration  working  with  a  strong  Senate.   He  played  a  particularly 
constructive  role  during  the  crisis  period  of  the  student  revolts  of  the 
mid-1960s.   He  and  a  few  other  faculty  leaders  helped  so  enormously  to 
hold  the  center  together  and  guide  the  University  through  that  perilous 
time. 

And  finally  as  a  friendly  and  perceptive  observer  of  a  great 
university  directly  for  nearly  seventy  years  beginning  with  1923  but 
looking  back  also  at  the  prior  two  decades- -thus  covering  nearly  a 
century  and  well  over  half  the  life  of  the  University.   He  notes  in 
particular  the  influence  of  some  of  the  many  individuals  who  guided  the 
development  of  the  University,  including  Benjamin  Ide  Wheeler  and  Robert 
Gordon  Sproul  in  the  administration,  Ira  B.  Cross  in  the  faculty,  and 
Earl  Warren  in  the  governorship  and  after.   No  other  faculty  member  was 
so  close  to  Earl  Warren,  and  his  comments  on  Warren  are  among  the 
important  central  features  of  his  recollections.   Greth  and  Earl  Warren, 
in  my  observation,  had  some  of  the  same  characteristics:   a  taste  for 
policies  that  were  moderate  but  progressive,  contact  with  reality  rather 
than  ideology,  personal  concern  for  the  welfare  of  others,  total 
commitment  to  integrity  in  interpersonal  relations,  and  good  judgement 
under  fire.   Perhaps  these  similarities  helped  to  draw  them  together. 
Earl  Warren  was  certainly  the  one  "old  Blue"  alumnus  who  had  the  greatest 
effect  on  the  evolution  of  modern  American  life. 

Greth  also  provides  interesting  accounts  of  some  of  the  significant 
historical  occasions  in  the  life  of  the  University  including:   what  it 
was  like  to  be  a  professor  in  California  before  the  jet  airplane  and  the 
FAX  machine,  the  overheated  oath  controversy  of  the  McCarthy  period  after 
World  War  II,  the  transition  of  the  University  from  a  highly  centralized 
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entity  to  a  highly  decentralized  series  of  campuses,  and,  of  course,  the 
uproar  of  the  student  revolts  of  the  1960's.   I,  too,  lived  through  some 
of  these  occasions,  and  I  not  only  learned  some  things  1  had  not  known 
but  also  came  to  understand  better  some  of  those  with  which  I  was  already 
familiar.   In  these  memoirs,  Greth  enriches  our  knowledge  and  illuminates 
our  understanding  in  so  many  directions.  His  long  hours  spent  on  the 
preparation  of  these  memoirs  place  us  greatly  in  his  debt. 

A  personal  note:  Greth  and  Harry  Wellman  were  my  two  closest 
mentors  from  my  days  as  a  graduate  student  through  my  years  in  the 
faculty  and  in  administration.   They  always  gave  good  advice  and  good 
support . 

My  wife,  Kay,  adds  her  comments  on  Carrie  Maclay,  who  was  the  first 
woman  at  Berkeley  to  be  a  TA  in  economics  and,  who,  in  the  course  of 
working  for  the  famous --even  fabulous- -Ira  B.  Cross,  met  Greth  as  a 
fellow  TA.   She  also  came  a  long  way;  all  the  way  from  Lolo,  Montana. 
Carrie  is  an  excellent  example  of  a  now  increasingly  threatened  species: 
the  faculty  wife  who  concentrated  attention  on  campus  life- -contact  with 
students  and  participation  in  the  social  and  cultural  life  of  the  faculty 
and  surrounding  community.   Now  that  there  are  so  few  such  people,  we 
begin  to  appreciate  more  their  many  contributions  in  making  an 
organization  into  a  social  organism  that  has  a  heart  and  soul.   So  many 
people  remember  with  great  appreciation  the  many  friendly  dinners  she 
arranged  and  managed  for  students,  faculty  colleagues,  and  visitors  from 
around  the  academic  world.1 


Clark  Kerr,  President  of  the 
University  Emeritus  and  Professor  of 
Business  Administration  Emeritus, 
University  of  California 

September  1991 

Berkeley,  California 


*Kay  Kerr's  comments  appear  following  the  interview  history  for  Carrie 
Grether's  interviews. 
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INTERVIEW  HISTORY 


Over  the  years  Ewald  T.  Grether  has  personified  leadership, 
productive  longevity  in  personal  and  professional  life,  and 
identification  with  his  University.  He  first  appeared  on  the  Berkeley 
campus  in  1922  as  a  graduate  student  and  teaching  fellow  for  the 
legendary  Economics  Professor  Ira  B.  Cross.   There  he  learned  to  keep 
even  a  late  afternoon  economics  class  awake,  alert,  and  interested.   Such 
skills  served  him  well  as  he  undertook  managerial  and  policy  decisions  as 
dean  both  of  a  College  (Commerce) ,  and  leading  Schools  (Business 
Administration) ,  and  as  chair  of  an  Institute  (Industrial  Relations) ,  as 
well  as  a  professor  (Flood  Professor  of  Economics)  and  officer  in  the 
structure  of  the  Academic  Senate.   Even  when  he  became  Emeritus  as  Dean 
in  1961  after  eighteen  years  in  the  post;  and  as  Professor  in  1966,  he 
continued  with  campus  responsibilities,  teaching,  writing,  and  doing 
research  virtually  at  full  speed  well  into  the  1980s.   (A  summary  of  his 
leadership  roles  and  major  activities  is  included  in  the  Appendix.) 

Dean  Grether 's  University  focus  also  influenced  his  roles  in  public 
service,  particularly  in  the  administrations  of  Governor  Earl  Warren  and 
President  Harry  Truman.   Repeated  invitations  to  serve  as  an  advisor  and 
consultant  in  matters  such  as  free  trade  and  resale  price  maintenance  led 
him  to  careful  evaluation  of  his  own  professional  integrity  and  the  way 
such  activities  related  to  his  teaching  concerns.   Campus  loyalties  and 
responsibilities  came  first  in  shaping  the  shorter-term  assignments  he 
accepted  elsewhere. 

From  his  hard-pressed  student  days  he  had  learned  how  to 
concentrate,  organize  his  time,  and  know  his  priorities.   Despite 
increasing  responsibilities  and  demands  on  campus,  he  never  deviated  from 
his  first  priority:   teaching.   He  taught  even  during  his  decades  as 
dean,  and  when  he  was  asked  how  he  managed  the  extra  load  of  teaching 
along  with  his  other  work  he  replied,  "Teaching  is  not  work,  it's  fun." 

These  examples  suggest  that  his  fund  of  observation  and  experience, 
his  Berkeley  roots,  his  association  with  now-historic  figures  off -campus 
and  on,  have  made  him  an  essential  part  of  University  history,  campuswide 
and  throughout  the  University  system.   It  would  seem  inevitable  that 
Ewald  Grether  would  provide  an  oral  history  in  the  University  History 
Series  for  the  Regional  Oral  History  Office  of  The  Bancroft  Library.   But 
even  the  inevitable  sometimes  confronts  problems  and  roadblocks,  from 
fund-raising  to  interruptions  that  can  stall  the  process  at  virtually  any 
stage.   It  is  largely  a  tribute  to  the  shared  determination,  stamina,  and 
good  humor  of  Dean  Grether  and  his  wife  Carrie  Maclay  Grether,  and  the 
support  of  colleagues  and  friends  that  this  marathon  oral  history  memoir, 
begun  in  1974,  is  being  completed  in  1993. 
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It  may  be  useful  to  describe  the  conduct  of  the  tape-recorded  and 
transcribed  memoir  itself,  before  turning  to  details  of  its  long  journey. 

From  the  days  when  fellow  graduate  students  recognized  Ewald  Grether 
as  a  leader,  his  reputation  continued  to  grow.  A  few  years  ago,  a 
professor  drew  Carrie  Grether  aside  to  say  that  her  husband  was  one  of 
the  giants  of  the  University,  a  view  the  interviewer  also  heard 
repeatedly  in  conversation  with  Dean  Grether 's  colleagues.  A  tall  man  in 
his  mid- seventies  when  the  first  planning  meeting  occurred  early  in  1974, 
Dean  Grether  proved  to  be  both  impressive  and  engaging.   He  soon  revealed 
a  fund  of  ease,  amusement,  knowledge,  and  enthusiasm  for  virtually  every 
aspect  of  his  long  career.  The  tape-recorded  interviews  began  early  in 
January  1975  in  a  series  that,  including  the  Epilogue,  finally  numbered 
twenty-four  sessions.  They  were  typically  some  two  hours  long,  and  were 
held  in  the  morning  in  Dean  Grether 's  spacious  Barrows  Hall  study. 

Behind  his  desk  and  occupying  the  walls  and  most  of  the  room  were 
the  overflowing  bookcases  and  organized  files  of  an  active  researcher  and 
writer.   Within  arm's  reach  of  his  chair  was  the  bookcase  displaying 
copies  of  publications  written  by  former  students,  friends,  and 
colleagues.   Some  bore  familiar  names  like  John  Kenneth  Galbraith  or 
Clark  Kerr,  others  with  titles  in  a  variety  of  European  languages  were 
less  familiar.   Still  others  bore  Japanese  characters. 

Dean  Grether  consulted  a  suggested  outline  of  topics  prepared  by  the 
interviewer  on  the  basis  of  documentary  research,  background  interviews, 
and  consultations.   From  the  outline's  scores  of  pages,  he  chose  the 
focus  for  each  meeting,  sometimes  rearranging  items  or  making  other 
modifications  or  additions.   Then,  as  each  session  began,  he  demonstrated 
his  mastery  of  documentation.   On  his  desk  he  had  a  neat  stack  of  manila 
folders  and  publications  chosen  from  files  covering  more  than  sixty  years 
of  professional  work,  ready  to  be  consulted  or  excerpted  as  needed  for 
that  interview  session.   When  the  interviewer  exclaimed  at  the  elegance 
of  his  preparation,  he  smiled  and  said  that  perhaps  he  was  indeed  "a 
lawyer  manque . " 

He  spoke  easily  and  with  zest  on  each  topic,  fielding  occasional 
questions,  sometimes  with  the  remark,  "I  was  going  to  talk  about  that  a 
bit  later,  but  let's  do  it  now.   That's  the  way  I  like  to  teach, 
responding  to  the  student's  questions."  He  tried  to  keep  his  discussion 
within  time  limits,  and  would  remark  that  perhaps  we  could  come  back  to  a 
topic  later  for  more  detail.  But  in  fact,  the  press  of  ideas  and  events 
he  sought  to  cover  meant  that  there  was  little  time  for  returning,  and 
the  narrative  moved  along. 

He  kept  in  mind  the  needs  of  future  researchers  who  would  use  the 
memoir,  and  occasionally  shifted  his  focus.   He  began  with  the  concept  of 
tracing  both  the  development  of  the  Schools  of  Business  Administration 
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(later  the  Haas  School  of  Business)  and  the  context  of  University  history 
as  he  observed  and  experienced  them.  He  felt  able  to  narrow  the  focus 
somewhat  when  Dean  Raymond  E.  Miles  prepared  to  assemble  the  School's 
history  by  asking  selected  professors  to  write  the  account  of  their  own 
specialties  within  the  School.   Professor  Maurice  Moonitz  completed  the 
story  of  Accounting,  but  as  time  passed  it  became  unclear  when  articles 
on  the  other  specialties  would  be  forthcoming.   Dean  Grether  then  felt  he 
should  again  seek  to  cover  the  full  history  and  recount  whatever 
information  might  be  useful  to  future  writers . 

When  each  group  of  interviews  was  completed  and  transcribed,  the 
interviewer  provided  light  editing,  inserted  headings,  and  where 
necessary  attached  a  few  questions  for  clarification.   Dean  Grether 
reviewed  and  approved  the  material,  responding  to  the  queries  and 
occasionally  adding  telling  details  or  memorable  descriptions.   By  the 
time  the  project  was  completed,  he  had  exploded  forever  the  notion  that 
economics  was  a  dismal  science. 

From  the  start,  his  other  responsibilities  disrupted  the  taping 
schedule,  creating  unpredictable  delays.   During  the  first  year,  1975, 
Dean  Grether  provided  eleven  interviews.   Virtually  a  full  year  passed 
before  he  resumed  in  December  1976  with  two  sessions.   In  1977  he  gave 
two  interviews  in  May  and  one  more  in  December.   The  pace  picked  up  a  bit 
in  1978  with  five  interviews  from  June  through  December,  and  tapered  off 
with  two  in  1979,  one  in  November  and  one  in  December.   His  twenty- 
fourth,  the  Epilogue  session  shared  with  Carrie,  took  place  in  1987. 

It  is  noteworthy  that  no  interviews  took  place  in  July,  August,  or 
the  first  week  in  September.   That  was  the  time  of  the  Grethers'  sojourn 
in  Montana,  at  a  lake  not  far  from  the  ranch  that  Carrie  had  inherited 
from  her  father.   There  they  experienced  the  way  changes  in  Montana's 
water  laws  influenced  the  whole  state  and  particularly  the  economics  of 
ranching.   Such  observation  was  the  kind  of  learning  in  the  field  that 
suited  them  both,  and  gave  Ewald  Grether  a  chance  to  use  his  experience, 
theories,  and  knowledge  of  government.   At  the  same  time,  he  took  a 
scholar's  holiday  with  his  boxes  of  files,  reading,  taking  notes,  doing 
much  of  his  writing,  and  as  he  reported  in  the  fall,  thinking  about  his 
oral  history  memoir. 

With  the  two -months -plus  summer  hiatus  in  Montana,  and  other 
intervals  of  travel  and  related  activities  lasting  four  to  six  months  or 
more  at  a  time,  Dean  Grether  wanted  to  keep  moving  forward  with  his 
memoir,  and  not  revisiting  information  already  discussed.   He  asked  for 
detailed  topic  summaries  of  previous  sessions,  and  proceeded  to  prepare 
his  new  material. 

The  summaries  also  proved  useful  as  he  mined  the  tape-recorded 
interviews  for  a  variety  of  articles.   Among  these  were  a  series  for 


' CalBusiness  in  which  he  wrote  historical  essays  on  James  ;  ood  and 
daughter  Cora  Jane  Flood,  including  their  life  and  times  6  .d  the 
significance  to  the  University  of  the  Flood  Professorship,  which  Dean 
Grether  held. 

He  took  the  occasion  of  reviewing  the  entire  transcribed  manuscript 
of  his  memoirs  to  reflect  on  the  ideas,  people,  and  events  discussed,  and 
to  consider  the  perspective  that  time  then  allowed.   In  addition,  he  was 
moved  to  summarize  his  reflections,  stimulated  by  the  invitation  to 
appear  in  a  videotaped  interview  to  be  used  for  teaching  purposes.   The 
result  was  the  Epilogue,  interview  twenty- four,  videotaped  by  the  Schools 
of  Business  Administration  while  it  was  also  being  tape-recorded  for  the 
oral  history  memoir.   Carrie  Grether,  who  was  a  significant  part  of  the 
Dean's  story  and  had  provided  three  interviews  based  on  her  own  life, 
fielded  the  interviewer's  questions  as  expertly  as  her  husband. 

Dean  Grether  became  deeply  interested  in  the  research  aspects  of 
oral  history,  and  his  skill  in  research  and  documentation,  mentioned 
earlier,  extended  beyond  his  own  memoir  to  support  the  research  of 
others.   Even  before  his  interviews  were  completed,  Ewald  Grether  began 
to  deposit  boxes  of  files  and  other  materials  in  the  University  Archives 
to  enlarge  the  resource  provided  by  his  memoir.   He  has  continued  to  do 
so. 

He  also  expressed  his  interest  in  connection  with  another  oral 
history  memoir,  Levi  Strauss  &  Co:   Tailors  to  the  World1.   For  that 
memoir,  Dean  Grether  wrote  an  Introduction  titled,  "Four  Men  and  a 
Company:   Levi  Strauss  Since  World  War  I."  He  had  followed  the 
development  of  the  firm  and  was  acquainted  with  its  leaders,  and  also 
enjoyed  a  personal  friendship  with  one  of  its  four  presidents,  Walter 
Haas,  Sr. ,  who  had  served  on  the  Advisory  Board  of  the  Schools  of 
Business  Administration.   The  analysis  and  evaluation  of  the  firm  and  its 
business  practices  developed  into  an  eleven-page  essay.   It  was 
professional  and  pithy  enough  to  satisfy  experts  and  academics,  and  so 
filled  with  insight,  interest  and  understanding  that  nonexperts  could 
read  and  enjoy  it  as  well.   As  a  teacher,  Dean  Grether  could  do  no  less. 

As  suggested  earlier,  it  was  easy  to  plan  a  schedule  for  the 
interviews;  to  follow  the  original  schedule  proved  impossible. 
Retirement  provided  no  pause  in  Dean  Grether 's  activities  and 
responsibilities;  if  anything  the  demands  on  his  time  and  attention 
increased.   The  other  major  problem- -funding  the  project- -also  remained 
and  grew  as  the  years  went  by.   The  staying  power  and  leadership  support 
such  a  long  term  project  requires  were  supplied  primarily  by  two  of  his 
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successor  Deans,  Earl  Cheit  and  Richard  Holton  of  the  Schools  of  Business 
Administration,  and  University  Vice  President  Harry  Vellman.  They  led 
the  way  for  faculty  members,  alumni,  the  Office  of  the  Chancellor,  and 
other  supporters  who  contributed  funds  to  launch  the  project  in  1974  and 
keep  it  going  until  its  completion  in  1993.  The  leaders  and  those  who 
joined  them  opened  the  door  and  kept  it  open  in  a  remarkable  display  of 
regard  for  Dean  Grether. 

This  memoir  has  also  benefited  from  the  interest  and  help  of  many 
individuals ,  both  those  mentioned  here  and  contributors  and  supporters  of 
the  Grether  oral  history  memoir,  many  listed  by  name  or  by  group  on  the 
contributors'  page.   In  addition,  a  number  of  persons  provided 
information  and  help  that  is  deeply  appreciated.   They  include  J.R.K. 
Kantor,  former  University  Archivist,  who  proofread  the  entire  manuscript 
as  he  has  done  for  numerous  memoirs  in  the  University  History  Series. 

Three  people  were  especially  helpful  in  locating  photographs  and 
documents  concerning  Dean  Grether:   University  Archivist  William  M. 
Roberts,  David  Irons,  Public  Affairs  Director  for  the  Haas  Business 
School,  and  Ray  Colvig,  campus  Public  Relations  Officer.   Clark  Kerr, 
Emeritus  President  of  the  University,  Harry  Wellman,  along  with  Earl 
Cheit  and  Richard  Holton  led  in  providing  help,  support,  and  information 
at  strategic  points.   It  is  a  pleasure  to  thank  these  and  others  for 
their  generous  help,  essential  to  the  conduct  and  completion  of  the  Ewald 
Grether  oral  history  memoir. 
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I  FAMILY  HISTORY  AND  EARLY  YEARS  (1899-) 

[Interview  1:      January  17,    1975]////1 


Grether:   I  was  born  in  New  Philadelphia,  Ohio,  on  March  27,  1899.   When  I 
say  New  Philadelphia,  that  is  the  county  seat.   Actually,  my 
father  was  a  clergyman  in  a  country  parish  at  Stone  Creek, 
outside  of  New  Philadelphia. 

Very  shortly  thereafter,  he  left  this  parish  and  moved  to 
Archbold,  Ohio.   But  before  I  follow  this  along,  I  think  it 
might  be  interesting  to  look  at  my  father  and  his  background  in 
terms  of  putting  perspective,  I  think,  on  some  things  that  are 
important  in  trying  to  explain  my  own  interests,  and  perhaps 
even  some  of  my  ideas . 

As  I  mentioned,  my  father  was  a  clergyman.   He  was  a  member 
of  the  Reformed  Church  of  the  United  States,  sometimes  called 
the  German  Reformed  Church.   His  father  ahead  of  him  also  had 
been  a  clergyman  in  the  same  church,  as  well  as  five  brothers. 
In  other  words,  the  whole  family  were  clergy. 

Nathan:   And  this  was  Protestant? 

Grether:   Yes,  this  was  Protestant.   This  stems  from  the  Calvin-Zwingli 
line  of  development  in  Germany  and  in  Switzerland. 
Incidentally,  my  grandmother  was  a  Lutheran.   So  they're  all  in 
this  same  type  of  tradition. 


'This  symbol  (##)  indicates  that  a  tape  or  a  segment  of  a  tape  has  begun 
or  ended.   For  a  guide  to  the  tapes,  see  page 


Grandfather's  Family,  and  Coming  to  America 


Grether:   My  father's  father  was  born  in  Germany  in  1828.   His  name  was 
John  Michael  Grether.   I  am  holding  in  my  hand  a  little 
pamphlet,  entitled  Reverend  John  Michael  Grether  and  Wife. 
written  by  Professor  Frank  Grether,  published  by  the  Central 
Publishing  House  of  Cleveland,  Ohio,  in  1930.   It's  fortunate 
for  me  that  I  have  this  record.   There  are  other  family 
materials  in  rather  systematic  form  that  could  be  drawn  upon. 
In  other  words,  there's  a  rich  source  of  materials  here. 

The  story,  however,  is  perhaps  a  typical  American  story 
during  the  early  nineteenth  century.   My  grandfather's  mother 
left  a  village  called  Niederweiler  in  the  province  of  Baden  in 
Germany.   She  was  the  widow  of  a  silver  miner  who  had  died,  as 
the  family  record  says,  of  consumption.   I  mention  this  because 
my  father  eventually  also  became  ill.   We  called  it 
tuberculosis,  but  the  family  record  calls  it  consumption.   So 
there  was  something  in  the  family  history,  which  again  reflects, 
I  think,  a  great  deal  about  the  health  and  medical  conditions  of 
that  period. 

My  grandfather  was  one  of  fourteen  children,  eight  of  whom 
survived  and  came  to  this  country  with  my  grandmother  in  1847 . 
They  traveled  down  the  Rhine  to  their  port  of  embarkation,  and 
the  record  indicates  they  spent  forty- two  days  crossing  the 
Atlantic  Ocean.   Also,  they  traveled  by  water  up  the  Hudson 
River.   Then  they  went  through  the  Erie  Canal  and  across  Lake 
Erie  to  Cleveland,  Ohio.   It's  hard  for  us  nowadays  to  remember, 
of  course,  that  during  that  period  the  reliance  was  upon  water 
transportation,  in  contrast  with  the  present  period. 

They  came  to  Canton,  Ohio,  where  they  had  friends,  and 
settled  there.   Then  they  went  through  what  I  suppose  were  the 
typical  experiences  of  many  migrants  from  Germany  and  other 
countries. 

My  grandfather  had  been  trained  as  a  baker  in  Germany.   He 
found  he  could  not  obtain  work  as  a  baker  because  there  only  was 
one  in  the  whole  community,  and  another  was  not  needed.   So  he 
did  all  sorts  of  odd  jobs,  but  eventually  he  did  succeed  in 
establishing  a  little  bakery  business.  Then,  during  this 
period,  he  was  married;  but  his  first  wife  had  two  children  and 
died  of  smallpox- -again  a  reflection  of  the  difference  in  the 
medical  history  and  health  conditions  of  that  period  as  opposed 
to  the  current  period. 


Medicine  and  the  Ministry 


Grether:  Perhaps  because  of  this  episode,  he  decided  he'd  train  himself 
in  the  field  of  medicine  and  surgery.   So  he  attended  Erie 
College  in  Cleveland,  Ohio,  and  emerged  with  medical  training 
and  whatever  certification  was  required  then.  He  practiced  as  a 
surgeon  and  as  a  doctor  for  a  number  of  years.   Curiously 
enough,  his  last  period  of  practice  was  in  New  Philadelphia, 
Ohio,  where  I  was  born. 

While  he  was  there,  in  addition  to  his  private  medical 
practice,  he  was  in  charge  of  the  county  infantry.   The  family 
record  indicates  that  he  was  so  impressed  not  merely  by  the 
physical  health  needs,  but  by  the  spiritual  needs  of  the  people 
he  was  working  with,  that  he  decided  he  would  like  to  enter  the 
ministry. 

Nathan:   Were  these  farmers  or  people  working  in  mining? 

Grether:   This  was  probably  largely  farmers  and  small  handicraftsmen. 

There  was  very  likely  a  strong  German  group,  because  he  could 
speak  both  German  and  English  and  would  tend,  perhaps,  to  be 
working  in  that  group  of  people . 

In  the  meantime,  he  had  remarried  and  had  established  the 
beginnings  of  his  second  family.   His  second  wife,  whose  picture 
appears  in  this  little  pamphlet  here,  was  called  Saloma  Harter, 
and  her  father  was  a  Pennsylvania  Dutchman  who  had  been  an 
Indian  scout  and  fighter  in  the  War  of  1812 ,  and  a  pioneer  in 
this  area. 

It  so  happened  that  Harter  and  his  wife  were  visiting  at  my 
grandfather's  place  when  my  grandfather  made  his  declaration 
that  he  would  like  to  become  a  minister.   Immediately  there  was 
tremendous  opposition,  so  the  family  record  indicates,  from  the 
other  side  of  the  family- -that  this  would  be  a  great  imposition 
among  his  family,  to  put  them  through  the  strain  of  dropping  out 
of  an  established  medical  practice.   But  it  is  indicated  that 
grandfather  was  a  very  stubborn  and  persistent  man.   I  guess  you 
can  perhaps  see,  looking  at  his  picture. 

Nathan:   Absolutely. 

Grether:   He  refused  to  yield.   So  the  next  day  he  sold  the  apothecary 
shop  (and  it's  interesting  to  me  that,  as  a  doctor,  he  had  an 
apothecary  shop),  his  tools  and  equipment,  and  his  horse  and 


saddle,  and  began  preparing  for  licensing  as  a  clergyman.   This 
meant  he  spent  the  entire  year  working,  reading,  preparing  under 
guidance,  instead  of  going  to  a  formal  seminary- -a  theological 
institution --as  he  would  nowadays. 

Nathan:   How  was  the  family  supported  during  this  year  of  study? 

Grether:   Apparently  very  poorly,  because  it's  indicated  that  they  were 
very  poor.   But  he  was  determined,  and  he  did  this.   In  due 
course,  then,  he  was  licensed  as  a  clergyman  and  began  under 
pioneering  conditions,  to  serve  various  congregations   roughout 
the  state  of  Ohio- -especially,  to  beL;in  with,  down  in    ithern 
Ohio.   Typically,  he'd  have  three  or  four  parishes,  an   >e  would 
travel  on  a  white  horse  between  these  churches.   It  is  adicated 
that  he  became  rather  famous  as  the  pastor  on  the  white  horse, 
visiting  these  country  parishes. 

Over  his  lifetime,  he  had  built  and  dedicated  five  or  six 
churches  throughout  the  state  of  Ohio. 


Reasons  for  Migration  from  Germany 


Nathan:   I  might  interrupt  for  a  moment  to  ask  whether  you  know  why  the 
family  came  to  this  country  in  the  first  place. 

Grether:  Yes.   I  should  have  added  that.   Following  the  death  of  the 

great-grandfather,  who  had  been,  as  I  say,  a  silver  miner,  it 
appeared  that  silver  mining  had  pretty  well  played  out,  and  also 
this  man  and  many  others  were  worried  about  conscription  into 
the  Prussian  army.   One  of  the  oldest  sons  had  already  gone  into 
the  army.   Great-grandfather  had  been  a  soldier  in  the  army  and 
had  served  in  the  Napoleonic  Wars.   For  example,  he  spent  five 
days  in  battle  at  Leipzig  and  came  back,  however,  uninjured. 
But  apparently  the  migration  of  the  Grether  family  was  part  of  a 
general  movement  of  that  period,  partly  to  avoid  the  Prussian 
military  conscription,  and  partly  because  they  were  very  poor. 
Conditions  were  very  bad  in  continental  Europe,  and  they  were, 
like  many  others,  looking  for  a  land  of  greater  oppor   nity. 

Incidentally,  my  wife  and  I  have  twice  visited  th   village 
in  Germany,  and  we  were  impressed  by  a  number  of  things --that  in 
this  village  and  others,  moving  over  into  Switzerland,  there  are 
many  people  of  my  name,  and  they  still  have  the  same  physical 
characteristics;  I  could  see  cousins  and  uncles  and  so  on.   And 


the  same  given  names  are  still  used.   The  house  from  which 
great -grandmother  left  Niederweiler  in  1847  still  stands,  and 
there  are  people  of  that  name  still  living  there;  they  were 
cousins  who  intermarried. 

But  the  thing  that  impressed  us  most  was  the  difference 
between  Germany  as  of  1933  (and  later,  when  we  were  there  again 
in  '53)  and  modern  Germany,  and  the  United  States,  going  back 
many  decades- -the  difference  in  opportunity.   If  grandmother  had 
stayed  there  with  her  children,  undoubtedly  father  would  have 
been  a  baker  all  his  life,  because  we  found  one  man  there  of  our 
family  name,  for  example,  who  was  a  shoemaker.   He  obviously 
didn't  like  shoemaking.  He  was  surrounded  by  a  library  of 
books ,  and  as  he  pegged  those  shoes ,  he  was  reading  these  old 
books  that  he'd  accumulated.   But  he  had  been  born  as  a 
shoemaker,  and  this  was  his  trade;  so  it  was  difficult  to  get 
out  of  that  occupation. 

Whereas  immediately,  you'll  notice,  when  the  family  came  to 
this  country,  he  moved  from  a  baker  to  become  a  doctor  and  then 
a  clergyman.   Now  these  are  the  two  leading  professions  in  this 
country- -the  medical  profession  and  the  clergy.   Here  was  a 
German  boy  who  at  home  would  have  been  a  baker  probably  all  his 
life,  moving  into  these  two  professions. 

To  return  to  grandfather's  family  briefly,  they  had  ten 
children.   Perhaps  because  he  was  trained  in  the  medical  field 
also,  they  all  reached  maturity.   The  first  one  to  die, 
incidentally,  died  of  tuberculosis  (at  age  twenty-two),  which 
had  also  been  the  source  of  the  death  of  his  grandfather  in 
Germany.   Later  on,  my  father  also  contracted  the  disease,  a 
reflection,  I  think,  upon  many  aspects  of  developments  in  the 
United  States. 

It  was  interesting  that  all  of  my  grandfather's  sons  became 
clergymen,  and  in  the  same  church.   To  me,  the  thing  that's 
amazing  here  is  the  high  sense  of  commitment  that  somehow 
appeared  throughout  the  entire  family.   That  is,  they  felt  that 
they  must  devote  their  lives  to  the  ministry,  following  their 
father ' s  example . 

I  felt  the  same  thing  in  my  family.   That  is,  my  father  was 
the  fourth  child  of  these  ten.   He  had  an  extraordinary  amount 
of  determination  and  commitment.   That  communicated  pretty  much 
to  our  family  also.   In  fact,  it  was  always  assumed  that  the 
children,  if  they  were  boys,  would  be  ministers;  and  the  girls 
they  wanted  to  be  missionaries  and  teachers.   This  was  the 


Nathan: 
Grether: 


presumption  in  the  family  tradition,  and  the  kind  of  education 
with  which  we  were  surrounded. 

In  fact,  looking  at  my  collection  of  materials,  I  found  a 
letter  from  mother  to  me  on  my  fiftieth  birthday,  in  which  she 
still  expressed  some  hope  1  might  become  a  clergyman,  although 
she  had  pretty  well  resigned  herself  that  the  life  of  a 
professor  was  acceptable.  But  this  was  a  very  strong  sense  of 
commitment  in  the  family  tradition. 

Also,  as  I  look  back  upon  it  (and  I've  been  thinking  about 
this  for  the  last  few  days),  the  thing  that's  amazed  me  most  is 
how  for  decades  and  centuries ,  both  in  Europe  and  in  this 
country,  things  moved  so  slowly,  and  how  in  the  last  two  or 
three  decades  we've  telescoped  change.   There's  no  doubt  been 
much  more  social  change- -a  change  in  ideologies  and  mores- -in 
the  last  two  or  three  decades  than  occurred  for  many  decades, 
looking  upon  the  record  of  our  own  family  history. 

I  mentioned  the  health  factor,  for  example.   You  just 
assumed  that  there  would  be  big  families,  and  some  would  not 
make  it.   Eight  out  of  fourteen,  I  suppose,  was  the  average 
figure,  as  in  my  grandfather's  family.   Therefore,  there's  a 
miracle  in  a  sense  that  all  ten  of  his  children  survived,  even 
in  the  early  period. 

Was  German  spoken  in  the  home? 

Yes.   Ohio  was  a  very  heavily  German  community,  and  although  my 
father  was  born  in  this  country,  he  taught  me  not  only  to  read 
and  speak  German,  but  I  could  write  the  German  script  before  I 
went  to  the  public  schools.   It  was  a  matter  of  pride  in  the 
family.   For  example,  when  I  was  going  to  school  in  Sandusky, 
Ohio,  where  we  lived  for  a  number  of  years,  I  remember  we  were 
taught  German  one  hour  a  day  in  the  public  schools,  because  this 
was  a  strong  German  community. 


Mother's  Family.  Pioneers  in  Wisconsin 


Grether:   Now,  my  mother's  family  also  came  out  of  Germany  and  went 
through  almost  similar  experiences,  except  in  the  state  of 
Wisconsin,  which  again  was  a  strong  German  state.   Her  family 
name  was  Schaeferkort.   Her  parents  had  been  married  in  Germany 
and  then  migrated  to  this  country.   We  have  been  told  that 


"kort"  was  added  to  differentiate  them  from  the  tremendous 
number  of  people  named  Schaefer.   In  any  event,  there  are,  as 
far  as  I  know,  no  other  Schaeferkorts  in  this  country. 

Her  parents  were  pioneer  settlers  in  the  state  of 
Wisconsin.   They  cut  themselves  a  farm  out  of  the  woods,  and 
that  family  is  full  of  stories  about  the  Indians  and  the  bears -- 
entirely  a  pioneering  type  of  story.   Her  father  was  a  farmer 
near  the  college  and  seminary  which  my  father  attended.   In 
fact,  his  older  brother,  Frank  Grether,  who  wrote  this  little 
pamphlet  that  I  mentioned  earlier,  married  an  older  sister  of  my 
mother.  This  little  farm  was  located  near  the  school,  and  the 
boys  became  acquainted  with  the  farmer's  daughters. 


Mission  House  and  Heidelberg  College 


Nathan:   Now,  let's  see--it  was  your  grandfather  who  decided  he  was  going 
to  be  both  a  doctor  and  a  clergyman.  And  now,  you've  sort  of 
gotten  your  father  acquainted  with  your  mother. 

Grether:   Yes.   My  father  was  a  graduate  of  what  had  been  called  the 

Mission  House.   It  was  a  college  and  theological  seminary  of  the 
Reformed  Church.   Another  one  of  the  several  institutions  of 
this  church  was  Heidelberg  College  in  Ohio,  which  some  member  of 
the  family  had  attended  also.   In  fact,  I  was  there  for  two 
years,  partly  because,  again,  of  the  family  tradition,  and  we 
had  lived  in  Ohio. 

This  again,  I  think,  is  interesting,  because  people  tend  to 
forget  that  the  denominational  schools  were  the  first 
educational  institutions  and  preceded  the  public  institutions. 

/"x, 

Nathan:   How  would  you  judge  the  quality  of  instruction,  as  you  look  back 
on  it? 

Grether:   I  would  say  it  was  surprisingly  good,  all  things  considered.   In 
my  case,  for  example,  I  took  economics  at  Heidelberg  College  as 
a  sophomore,  and  at  least  five  people  from  that  one  little  class 
became  professors  of  economics  around  the  country.   It  was 
partly  the  type  of  person;  that  is,  people  tend  to  have  a  strong 
urge  towards  professional  careers.   But  I  think,  on  the  whole, 
the  instruction  was  good,  and  there  was  a  great  deal  of  guidance 
and  motivation  given  to  these  students,  especially  towards 
professional  careers. 
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Nathan: 


Grether: 


Now,  I  can't,  of  course,  from  first  hand,  speak  about  the 
experience  in  this  little  pioneering  school  in  Wisconsin,  but 
considering  the  type  of  people  who  emerged,  they  must  have  done 
a  pretty  fair  educational  job,  at  least  from  what  I've  seen  in 
my  own  family  experience.   I  understand  the  name  of  this 
institution  now  is  called  Lakeland,  instead  of  Mission  House. 
In  the  meantime ,  there  has  been  a  merger  of  denominations ,  so 
the  whole  structure  has  changed  a  great  deal. 

Do  you  have  the  impression  that  Heidelberg  College  was  named  out 
of  respect  for  the  university? 

Oh,  yes,  and  they  maintain  the  relationship.   This  is  definitely 
patterned  after  the  German  Heidelberg  University. 


Visiting  Heidelberg  and  Experiencing  Hitler's  Germany  (1933) 


Grether:   Incidentally,  my  wife  and  I  visited  Heidelberg  University  in 
1933,  when  we  first  were  in  Germany.   We  happened  to  be  in 
Germany  in  the  late  spring  and  summer  when  Hitler  went  into 
power.   It  was  a  very  exciting  experience,  by  the  way, 
especially  since  I  could  understand  German  and  speak  it  to  some 
extent.   It  was  an  amazing  experience,  because  people  would  talk 
to  me  privately;  they  might  pull  their  curtains,  but  then  they'd 
get  so  excited,  especially  at  Heidelberg,  as  I  recall- -that  is, 
talking  to  some  of  the  students.   They  were  worried  about 
espionage;  they'd  pull  the  curtain,  but  they'd  get  so  angry 
their  voices  would  rise.   You  could  hear  them  a  mile,  almost, 
[laughter] 

Speaking  of  that,  I  think  the  thing  that  I  still  can't  get 
out  of  my  nervous  system  is  being  wakened  early  in  the  morning 
by  the  cadence  of  the  marching  feet  of  the  SS  troopers  and  their 
singing  voices.   They  seemed  to  get  out  early  in  the  morning, 
and  you'd  hear  them  going  down  the  street  singing.   It  was  an 
extremely  amazing  experience. 

I  don't  know  if  this  is  the  place  to  put  it  in  the  record, 
but  I  had  been  in  England  doing  research  on  resale  price 
maintenance,  and  then  we  decided  to  go  across  into  Germany.   We 
started  at  Berlin  and  went  around  various  places- -Munich, 
Heidelberg.   But  we  also  went  down  into  this  Black  Forest  area, 
where  my  people  had  come  from.  Also  we  visited  Lippe  Detmold, 
which  is  where  my  mother's  family  had  originated.   So  we 


combined  some  family  interests  with  a  very  broad  set  of 
relationships,  both  professionally  and  in  government. 

For  example,  in  Berlin  we  had  a  very  nice  dinner  with 
Professor  Max  Sering,  and  he  had  with  him  a  friend,  a 
von  Tirpitz ,  who  was  the  son  of  the  famous  admiral .   I  think 
this  was  in  part  considered  to  be  public  relations  on  the  part 
of  the  Germans.   I  was  a  visiting  scholar. 

Also  during  that  period,  I  recall  that  through  the  American 
offices  I  was  able  to  obtain  a  copy  of  Hitler's  Me in  Kampf . 
which  was  then  not  being  freely  published.   I  have  it  at  home  as 
a  collector's  item;  I  brought  it  with  me  out  of  Germany. 

This  was  the  early  period  of  Hitler's  coming  into  power, 
and  neither  in  this  country  nor  for  many  in  Germany  did  they 
take  it  seriously.   But  after  what  I  saw,  I  was  convinced  that 
this  was  a  serious  business. 

When  we  came  back  to  Berkeley,  I  was  asked  to  give  a  few 
talks,  and  I  quit  it  finally,  because  people  didn't  want  to  hear 
what  I  had  to  say;  because  I  said  I  thought  Hitler  would  be  in 
power  for  at  least  a  decade,  and  it  might  take  a  major 
convulsion  to  move  him  out,  considering  the  nature  of  the  roots, 
especially  lower  middle  class  support  among  the  German  people. 
Unfortunately,  I  couldn't  have  been  more  right  about  the 
convulsion  that  finally  had  to  take  place  before  Hitler  was 
uprooted.   But  Americans  didn't  wish  to  hear  this;  they  never 
wished  to  hear  bad  news . 


Nathan:    Yes.   You  were  saying  that  students  at  Heidelberg  and  elsewhere 
would  pull  the  curtain,  and  then  shout  behind  the  curtains. 
Were  they  supporting  or  opposing  Hitler? 

Grether:   Oh,  they  were  opposing.   As  a  matter  of  fact,  to  show  you  how  we 
misjudged  things,  Hitler  gave  a  talk  at  Heidelberg  when  we  were 
there,  and  we  didn't  take  the  trouble  to  go  hear  him.   But  we 
were  told  about  the  meeting,  and  it  was  a  tremendous  hysterical 
experience:  people  fainted  and  had  to  be  carried  out.   This 
apparently  was  typical  of  the  performance  during  this  period- - 
the  mass  hysteria  to  which  Hitler  was  appealing.   The  thing 
that's  often,  I  think,  misunderstood,  is  the  strong  basis  he  had 
in  mass  appeal,  especially  what  you  might  call  lower  middle 
class  appeal. 
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From  the  NRA.  an  Ongoing  Concern  vith  Competition 


Grether:   When  we  returned  to  this  country  (moving  ahead),  we  received  an 
enormous  psychological  shock,  because  we  found  the  same  thing 
arising  in  this  country  during  the  first  phase  of  the  New  Deal, 
in  the  sense  that  General  Johnson  began  to  ride  herd  on  the 
country.   Instead  of  the  swastika,  we  had  the  blue  eagle,  and  to 
us  it  was  psychologically  very  similarly  related  in  terms  of  the 
hysteria  that  was  present. 

Nathan:   This  is  the  NRA  [National  Recovery  Administration]? 

Grether:  Yes. 

Nathan:   And  you  saw  parallels  there? 

Grether:   Very  much  so,  and  it  worried  us  a  great  deal.   I  think  we  ought 
to  thank  God  for  the  Supreme  Court,  which  finally  removed  the 
legal  basis  for  this  movement,  in  the  famous  Schechter  Case  of 
1935,  because  we  had  begun  organizing  ourselves  quite  contrary 
to  our  traditional  principle  of  competition. 

Nathan:   You're  thinking  of  economic  controls? 

Grether:   The  NRA  allowed  business  and  industry  to  get  together  and 
operate,  as  a  group,  as  cartels,  but  under  the  aegis  of  a 
government  authority,  you  see;  that  was  the  difference.   It  was 
not  really  a  private  cartel,  but  it  had  the  sanction  of  a 
government  code  authority  who  sat  there  with  the  people  in 
industry  and  trades . 

Our  library,  by  the  way,  has  materials  on  this  episode,  so- 
called  work  materials,  because  when  the  NRA  finally  disappeared, 
fortunately,  each  of  the  groups  was  asked  to  write  a  history. 
If  they  couldn't  do  it  themselves,  they  brought  people  in. 

I  was  brought  in  to  help  do  this,  with  a  group  in  the  drug 
(and  so  forth)  areas.   In  fact,  this  is  one  reason  I  became  so 
entranced  with  the  field  of  resale  price  maintenance  and 
research  later- -because  this  was  a  major  aspect  of  this  group 
which  I  helped  close  up.   There  are  work  materials  in  the 
library;  I  think  I  have  something  here.   [searches  and  finds 
material] 

Nathan:   This  was  federal  policy,  that  accounts  should  be  written  about 
how  it  came  about--? 
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Grether:  Yes,  yes.   It  was  the  Division  of  Review  set  up  to  write  the 
history  of  all  of  these  episodes.   Here  is  an  example:   "Work 
Materials  Number  57." 

Nathan:   It's  the  Office  of  National  Recovery  Administration  Division  of 
Review.  Let's  just  read  the  title. 

Grether:   Restriction  of  Retail  Price  Cutting  With  Emphasis  on  the  Drug 

Industry,  by  Mark  Merrell  (he'd  been  the  head  of  this  group)  and 
E.  T.  Grether  and  Sumner  S.  Kittelle.   Merrell  and  Kittelle  had 
been  involved  in  the  operation.   I  was  brought  in  as  an  outsider 
to  help  with  the  writing. 

Nathan:   I  see.   What  a  marvelous  opportunity  to  find  out  how  it  worked. 

Grether:   It  certainly  was,  and  the  library  still  has  a  great  collection 
of  these  materials. 


Nathan:   Is  there  a  date? 
Grether:   This  is  March  1936. 

Nathan:   While  we're  speaking  of  this,  how  did  they  know  that  you  would 
be  a  writer  who  could  handle  this  kind  of  assignment? 

Grether:   This  was  a  very  interesting  problem.   This  program  was  so  huge 
that  a  lot  of  people  were  invited  to  go  to  Washington  and 
participate  in  it,  or  to  work  at  the  regional  level. 

Nathan:   These  were  college  people- -faculty? 

Grether:   Yes,  university  people.   Always  when  the  country's  in  trouble, 
you'll  bring  university  people  in.   This  has  happened  to  me  a 
number  of  times  in  other  connections. 

I  was  asked  to  go  down  and  participate  at  some  level  in 
this  original  program.   Then  the  man  in  touch  with  me  said, 
"Will  you  clear  with  your  local  congressman?"  Whereupon  I  got 
my  back  up.   I  said,  "There's  no  connection  between  what  I  can 
do  in  Washington  and  clearance  with  the  local  congressman.   This 
is  merely  political,  and  I  won't  be  involved."   So  I  refused  to 
go.   But  I  did  then  appear,  you  see,  at  the  end  in  this  Division 
of  Review,  to  help  in  writing  this  series  of  historical 
summaries  of  what  took  place  there. 
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Living  with  Father's  Illness 


Grether:   Now,  to  answer  your  question,  why  would  I  have  been  involved:   I 
think  very  likely  the  fact  that  I'd  gone  to  England  and  made  a 
study  of  resale  price  maintenance  was  known.   It  certainly  was 
known  a  little  later,  after  some  of  my  publications  appeared. 
But  there  may  be  another  reason,  and  that  is  that  California, 
like  in  many  other  things  good  or  bad,  was  a  pioneer  in  this 
area.   California  had  enacted  the  so-called  Sales  Below  Cost  Act 
of  1933,  which  preceded  the  NRA  approach.   And  so  people  in 
California  would  have  had  possibly  some  backgrc   ^  and 
experience. 

In  any  event,  what  emerged  here  was,  as  it  turned  out  for 
me,  the  whole  area  of  research  into  what  I  entered  for  about 
twenty  years,  and  produced  a  number  of  papers  and  books  and  so 
on  that  we'll  get  into  somewhat  later. 

I  think  it's  interesting  that  the  base  was  laid  in  this 
experience  in  England  in  '33  and  in  Germany,  observing  the 
Hitler  development  in  the  spring  and  summer  of  1933.  And  also, 
by  the  way,  it  gave  me  a  very  strong  bias;  that  is,  I  tended  to 
be  pro-competition,  in  contrast  to  what  I  observed  in  England 
during  this  period,  where  the  movement  in  England  was  towards  a 
cartel- type  of  development- -especially,  of  course,  then  to 
observe  the  developments  on  the  European  continent.   If  we  get 
into  this  a  little  later,  England  has  moved  more  definitely 
towards  the  pro-competition  approach,  in  contrast  to  the  drift 
during  that  particular  period. 

To  explain  this,  perhaps  I  should  now  get  back  into  the 
family  history  again.   My  father  became  ill  with  typhoid  fever 
while  I  was  still  a  small  boy  and  we  were  living  in  Archbold, 
Ohio.   Following  that,  we  moved  to  Sandusky,  Ohio,  which  was  on 
Lake  Erie  and  a  much  larger  place.   My  father  again  beca:; 
seriously  ill,  and  now  it  was  clear  that  he  had  tubercul   Is,  a 
very  bad  case  of  it. 

Here  he  was  with  a  family  established  (there  had  bt   nine 
children,  eight  of  whom  were  still  living),  right  in  mid-career, 
and  struck  down.   He  spent  years  with  tuberculosis,  first  in  a 
sanitarium  in  Ohio.  He  got  some  benefit,  and  came  out  and  tried 
to  resume  his  activities.   Then  the  disease  became  worse.   Then 
he  went  to  Arizona- -left  the  family  and  went  to  Arizona,  into  a 
sanitarium  where  he  stayed  maybe  a  couple  of  years,  and  he 
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improved  very  much.   He  returned,  and  it  was  assumed  he  might  be 
able  to  carry  a  small  congregation. 

So  we  left  Sandusky  and  moved  to  Waldo,  Ohio,  to  live, 
which  is  ten  miles  south  of  Marion,  Ohio.   But  that  didn't  work, 
except  briefly.  The  next  move,  in  terms  of  the  ideas  of  that 
time,  was  to  change  climates  to  a  dry  climate.   So  the  next  move 
was  to  Colorado.   In  the  winter--!  think  it  was  December  of 
1913- -we  were  all  put  on  a  train  and  migrated  to  Loveland, 
Colorado.   I  shall  never  forget  that,  because  we  arrived  there 
on  the  first  train  after  the  greatest  snowfall  in  history. 
There  were  four  feet  of  snow  on  the  level- -it  was  hard  to 
believe- -plus  the  drifts. 

Here  we  arrive  with  a  sick  father,  and  one  of  my  sisters 
was  ill  at  the  time  also.   But  people  were  very  kind,  and  we 
settled  down  there.   My  father  was  supposed  to  serve  a  small 
mission  church  among  the  German-Russians  in  this  town.   Since  he 
could  speak  German,  it  was  assumed  he  might  be  able  to  carry 
this  relatively  small  responsibility.   He  succeeded  for  a 
period,  but  it  was  very  difficult  going.   As  a  matter  of  fact, 
from  then  on  my  father  never  could  really  carry  on  in  a  normal 
way. 

Again,  it's  interesting  to  look  back  in  terms  of  what's 
happened  in  the  treatment  of  disease.   It  was  assumed  then  that 
the  cure  would  be  through  plenty  of  fresh  air  and  dry  air.   So 
we  acquired  a  little  place  in  which  he  had  what  was  called  a 
tent-house.   This  was  a  place  where  there  were  boards  up  about 
three  or  four  feet,  and  then  about  three  feet  of  canvas.   The 
assumption  was  to  allow  pure,  dry  air  to  circulate,  and  this 
would  help  cure  the  disease.   Also,  of  course,  he  was  subject  to 
treatment;  especially  he  had  to  eat  raw  eggs,  and  he  had  to  be 
segregated  entirely  and  served  separately.   I  do  recall  the 
trauma  of  the  family  living  under  these  conditions,  especially 
with  the  number  of  children  that  we  had. 

Looking  back  upon  it,  I  think  one  simple  aspect  of  it--it's 
very  real,  though- -that  because  of  this  disease  factor  and  the 
strict  instructions,  we  didn't  live  normally;  for  instance,  we 
didn't  kiss  each  other,  as  is  the  normal  thing  for  children  and 
their  parents.   We  wouldn't  do  that  with  our  father;  it  just 
wasn't  done.   It  left  a  kind  of  psychological  imprint. 

But  another  factor  was  that,  in  order  to  live,  we  all  had 
to  take  our  turns  at  helping  to  support  the  family.   This  was 
true  right  from  the  oldest  on  down.   For  example,  I  spent  two 
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years  between  high  school  and  college  working  in  a  little  local 
lumber  business  in  Loveland,  and  everything  1  earned  went  into 
the  family.   In  fact,  when  I  started  to  college  then,  two  years 
later,  I  think  I  had  $60,  because  all  of  it  had  gone  into  the 
support  of  the  family.  This  was  part  of  the  necessity  of  the 
time. 

Looking  back  upon  it,  it  had  a  remarkable  impact.   For  one 
thing,  I  think  it  made  us  much  more  cohesive.   We  tended  to  be  a 
very  tight,  solid  unit,  and  always  have  been,  partly  because  we 
had  to  work  together,  you  see,  under  the  conditions  of  that 
period. 

In  my  case,  I  would  say  that  it  was  a  most  fortunate  thing 
that  I  was  forced  to  work  for  two  years  between  high  school  and 
college,  because  it  gave  me  experience- -very  good,  all-around 
experience  in  a  small  business.  Apparently  I  performed  well.   I 
must  have  been  successful,  because  after  I  left  to  go  to 
college,  I  had  a  wire  from  these  people  asking  if  I  would  return 
and  take  part  in  the  business  even,  because  they  missed  me  so 
much. 


Similarities:  Mother  and  Grandmother 


Nathan: 


Gr ether: 


Nathan: 
Gr ether: 


May  I  ask  you  how  your  mother  managed  all  of  this? 
decisions  and  the  organization  fell  to  her. 


I  gather  the 


Yes.   I  know  my  mother  was  an  extraordinary  woman.   She  was  not 
college-trained.   My  father  had  married  her  when  she  was  very 
young--!  think  only  nineteen.   She  was  a  farmer's  daughter  whom 
he  had  met  there.   Incidentally,  her  story  is  very  similar  to 
this  story  of  my  grandmother.   She  had  nine  children;  my 
grandmother  had  ten  children.   The  description  of  my  grandmother 
could  be  the  description  of  my  mother  also.   She  was  a  very 
quiet,  efficient  housekeeper -type,  gentle  person.   For  instance, 
I  read  here  (in  this  booklet)  that  my  grandmother  could  not 
punish  her  children;  my  mother  couldn't,  either. 

She  was  tender-hearted? 

That's  right.   When  she  tried  to,  it  was  always  a  joke.   But  she 
did  a  tremendously  efficient  job  of  raising  the  children  and 
managing  those  small  resources  that  she  had  to  manage.   The 
interesting  thing  is,  in  the  case  of  both  women,  that  they 
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remained  slender.   Here  —  look:   ten  children;  my  mother  had  nine 
children.   I  don't  think  my  mother  ever  weighed  more  than  112. 
She  was  a  small  woman.   She,  I  don't  think,  was  ever  in  a 
hospital  until  she  was  in  her  eighties.   All  of  her  children 
were  born  at  home,  and  she  was  remarkably  well.  This  was  true 
of  my  grandmother  also.  My  mother  lived  to  be  ninety- seven 
plus,  following  this  kind  of  an  experience --of  going  through  a 
tremendous  ordeal  in  terms  of  a  sick  husband  and  the  limited 
resources  and  helping  to  rear  those  children. 

Nathan:   Did  the  family  have  a  vegetable  garden  and  chickens? 

Grether:   Oh,  yes.   In  fact  (this  explains  a  lot  with  respect  to  me),  when 
we  lived  in  Waldo,  Ohio,  for  example,  I  not  only  ran  the 
family's  garden,  but  I  did  it  for  three  other  people  in  town-- 
old  ladies  who  couldn't  manage  by  themselves. 

Nathan:   I  see.   You  were  the  boy  who  could  do  no  wrong. 

Grether:   Yes.   And  we  always  had  chickens  and  a  vegetable  garden.   And 
then  we  had  a  horse,  too. 

Nathan:   And  a  cow  for  milk? 

Grether:  No,  not  ourselves.  But  we  had  a  horse.  The  horse  was  for  the 
horse  and  buggy,  but  he  was  my  riding  horse,  too,  when  I  was  a 
boy.  So  this  was  the  way  of  life.  I  can  still  recall  the  first 
automobile  that  we  rode  in.  It's  hard  to  remember  that  all  we 
see  now  and  take  for  granted  was  just  coming  up  on  the  horizon 
during  this  period. 

Nathan:   I'm  so  pleased  that  you  have  such  a  vivid  memory,  because  it 
comes  alive  so  well. 

Grether:   You  know,  when  I  read  this  again  yesterday,  the  comparison 

between  my  grandmother  and  my  mother  is  just  unbelievable- -the 
ordeals  both  went  through.   Because  in  my  grandfather's  case,  he 
didn't  die,  but  he  was  away  all  the  time  on  his  white  horse, 
visiting. 
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Father's  Learning  and  Attitude s## 


Grether:  We  were  talking  about  my  mother  and  grandmother. 

Nathan:   Yes,  and  you  were  saying  that  your  father  had  an  effect  on  you 
somehow? 

Grether:  My  father  was  in  many  ways  an  extraordinary  man.   In  fact,  as  I 
look  back  upon  it,  he  probably  should  have  done  what  I  have 
done;  he  should  have  been  a  teacher  and  a  scholar  in  a  college 
or  university  rather  than  a  preacher—not  that  he  was  not  a  good 
preacher,  but  his  instincts  were  entirely  scholarly.   For 
instance,  he  knew  a  number  of  languages- -German  and  English, 
Hebrew  and  Greek- -and  he  knew  them  well.   He  read  very  widely, 
although  he  probably  nowadays  would  be  called  a  fundamentalist 
because  he  came  down  in  a  tradition  from  Calvin,  Zwingli,  and  so 
on.   By  the  way,  he  even  bought  me  books  in  this  area,  which  I 
still  own,  hoping,  I  guess,  that  I  might  read  some  of  this 
theological  material. 

Along  with  this,  he  was  extraordinarily  liberal,  too.   For 
instance,  when  I  made  it  clear  that  I  did  not  wish  to  go  to 
theological  school,  that  my  chief  interests  were  those  arising 
out  of  intellectual  curiosity,  I  said,  "I  can't  preach.   The 
question  I  always  want  to  raise  is,  'Why?'  and  not  tell  somebody 
'how'."  He  understood  this  perfectly.   In  fact,  we  had  some 
very  frank  discussions,  and  I  wished  other  people  could  be  this 
fortunate . 

For  example,  he  told  me  that  when  he  first  became  a 
minister  he  didn't  believe  some  of  the  things  he  was  preaching. 
He  said,  "I  had  doubts  about  a  lot  of  things."   It's  a  nice 
question,  of  course,  what  all  this  means.   But  I  think  I  was 
fortunate . 

My  wife  feels  the  same  way,  because  she  was  able  to  meet 
him  before  he  died  and  became  acquainted.   She  said  she  was 
tremendously  impressed  by  him,  as  well  as  by  my  mother. 


Books  and  Music 


Grether:   We  lived  in  an  atmosphere  of  books  and  of  music,  and  I  think 
it's  worth  recording  a  bit  about  the  nature  of  family  life 
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before  you  had  movies  and  radio  and  TV,  because  all  of  this  had 
to  be  produced  in  the  home  or  in  the  church  or  in  some  other 
community  organization.  Ve  always  had  both  an  organ- -the  old 
organ  that  you  pedal  with  your  feet- -and  later,  a  piano. 
Everyone  could  play  an  instrument  or  would  sing.   There  was  a 
great  deal  of  family  singing. 

Nathan:   What  instrument  did  you  play? 

Grether:   I'm  not  musical.   I  would  join  in  the  singing,  more  or  less, 
but- -oh,  I  could  play  the  piano  just  slightly.   But,  for 
instance,  I  have  a  sister,  Joanna  (who  is  still  with  us, 
fortunately)  in  her  eighty-eighth  year.  She  is  in  a  convalescent 
home  in  Colorado  now.   She  went  through  a  very  bad  illness  where 
it  appeared  that  she  had  gotten  into  a  vegetable  state  almost, 
because  she  was  in  a  stage  of  coma.   Then,  for  some  reason,  she 
just  rallied  out  of  this,  and  now  she  is  pushing  her  wheelchair 
to  the  piano,  and  she'll  play  for  the  religious  services  at  this 
place  where  she  lives,  and  she'll  put  on  recitals  for  people. 
They'll  come  and  ask  her  to  play  certain  things  for  them. 

The  thing  that  amazes  me  is  that  she  does  this  without  any 
practice  now;  it's  still  with  her,  although  she's  a  semi-invalid 
at  age  eighty- eight .   She's  still  able  to  do  this.   This,  I 
think,  was  part  of  the  traditional  experience  of  that  time; 
people  all  were  active  in  some  way  musically. 

Nathan:   Who  taught  music  to  the  children? 

Grether:   My  sister  tried  to  teach  me,  but  they  would  have  teachers  at 
school,  and  private  teachers  also. 


Sharing  with  the  Minister's  Family 


Nathan:   So  in  spite  of  the  really  straitened  circumstances,  there  was 
still  music? 

Grether:  Oh,  yes.  And  there  was  another  angle  of  this  that's  very 

interesting  and  very  important  psychologically.   Ministers  were 
among  the  poorer  people  of  the  community,  so  far  as  dollar 
income  was  concerned.   This  was  true  in  my  grandfather's 
situation,  too.   This  little  record  indicates  how  little  he  was 
paid  in  dollars.   You  mentioned  the  garden;  of  course,  every 
family  had  its  garden,  and  sometimes  a  cow.   It  was  a  custom 
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Nathan: 
Grether: 


during  the  period  for  the  parishioners  to  share  with  the 
minister.   If  they  butchered  an  animal,  they  would  bring  a  nice 
piece  of  meat  to  the  parsonage- -where  the  minister  lived.   (Ue 
call  it  a  manse  here  in  Berkeley;  there  it  was  called 
parsonage.)  There  was  a  continuing  flow  of  meat,  fruits  and 
vegetables,  canned  goods  and,  horror  of  horrors  for  some  of  my 
sisters,  even  clothing.   [laughter] 

I  had  one  sister,  Helen,  who  lived  here  in  Berkeley  (she's 
deceased  now;  she  died  of  cancer).   She  all  her  life  was  upset 
by  some  of  the  dresses  that  some  of  the  ladies  would  either  make 
for  her  or  bring  her  second-hand,  and  that  she  was  expected  to 
wear.   But  this  was  the  custom  of  the  time;  you  shared  with  the 
minister.   You  didn't  pay  him  much  in  money,  because  nobody  had 
very  much  money,  but  there  was  a  kind  of  a  community. 

And  of  course  he  always  had  respect;  he  had  a  position? 

Oh,  yes.   And  this  was  very  important,  I  think,  because  he  was  a 
member  of  one  of  the  three  leading  prof ess ions --the  medical,  the 
clergy,  and  the  law.   These  were  the  three  recognized 
professions. 

But  it's  deeper  than  that,  because  the  atmosphere  at  home 
was  one  of  reading  and  of  scholarship  and  of  lively  interest  in 
the  things  going  on.   So  I  was  very  fortunate  that  although  my 
family  couldn't  give  me  anything  in  terms  of  wealth,  they  gave 
me  something  much  more  important,  I  think,  in  terms  of  what  has 
happened  to  me  since. 


Professional  Goals  and  Working  Through  School 


Grether:   There  was  never  a  doubt  in  my  mind  at  all,  after  my  two  years  in 
business,  that  I  wanted  to  be  a  professional.   I  didn't  know 
that  I  wanted  to  be  an  economist  until  I  got  into  my  first  class 
in  economics  and  found  that  I  could  relate  that  to  my  family 
experience  and  to  my  business  experience  of  the  two  years  with 
this  retail  lumber  supply  company  in  Colorado. 

The  curious  thing  about  this  was  that,  with  my  family 
background,  philosophy  or  the  humanities  would  have  been  much 
more  reasonable.   In  fact,  I  always  liked  philosophy.   I  took  it 
as  an  undergraduate  with  a  very  fine  man  named  Alexander  at  the 
University  of  Nebraska  when  I  went  there.   Also,  as  a  graduate 
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student  here  in  economics,  I  took  work  with  George  Plimpton 
Adams  in  social  philosophy,  and  enjoyed  it  very  much. 

So  1  had  this  set  of  interests  which  was  more  definitely 
related  to  my  family  experience  and  background,  but  at  the  same 
time  the  fact  that,  beginning  at  age  fourteen,  I  pretty  much  had 
to  make  my  own  way  and  then  had  two  years'  experience  full-time 
in  business,  somehow  gave  me  a  basis  for  understanding 
economics.   This  is  why  I  became  an  economist.   Also,  it 
affected  certain  of  my  interests  in  the  field  of  economics -- 
having  come  through  this  type  of  experience. 

Now,  this  is  a  very  interesting  story  from  my  point  of 
view.   This  was  in  the  fall  of  1918,  and  the  World  War  was  on. 
I  had  been  working  two  years  to  help  support  the  family,  which 
was  necessary.   I  had  a  basis  for  exemption  from  the  draft,  yet 
for  some  reason  I  didn't  want  to  exercise  it;  neither  did  my 
family.   So  I  went  back  to  Heidelberg  College  and  joined  the 
Student  Army  Training  Corps.   In  other  words,  I  joined  the  army. 
Then  fortunately,  of  course,  the  war  ended  that  fall.   I  didn't 
like  the  ending  because  I,  like  all  the  rest  of  the  young 
fellows,  wanted  to  go  to  Europe,  too;  but  I  didn't  have  that 
experience. 

I'll  never  forget  the  armistice  period,  when  I  marched  in 
the  parade  as  a  member  of  the  SATC,  carrying  my  gun  on  my 
shoulder,  down  the  street  of  Tiffin,  Ohio,  where  this  college  is 
located.   I  recall  a  tremendous  emotional  outburst  of  the 
community  at  the  end  of  the  war. 

But  here  I  was,  then,  in  Tiffin,  Ohio.   I  had  lost  my 
support  from  the  army,  and  I  was  practically  broke.   I  knew  I 
couldn't  get  any  help  from  my  family.   In  fact,  I  think  that 
during  that  four  years  I  had  maybe  $30.   In  fact,  occasionally  I 
would  send  money  home  from  my  own  earnings  as  a  student. 

Nathan:   You  were  working  while  you  were  a  student? 

Grether:   Always,  always.   I  worked  my  way  completely.   I  might  illustrate 
this,  both  in  Tiffin  and  later  on  in  Lincoln,  Nebraska.  I  did 
all  sorts  of  odd  jobs.   For  instance,  I  cut  corn  in  the  fall.   I 
was  custodian  at  one  of  the  Presbyterian  churches.   My  cousin 
and  I  (we  roomed  together)  were  custodians  at  a  bank  downtown; 
we  had  to  get  up  early  in  the  morning  before  sunup,  and  we  would 
trot  downtown  and  mop  the  floors  of  this  bank  and  [laughing] 
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bring  in  the  ice  and  so  on.   I  would  do  housecleaning  work  out 
in  the  community- -polishing  floors. 

I  recall  one  very  sad  experience.   These  people  by  the  name 
of  Hoppels,  as  I  recall  it,  had  a  very  nice  home.   This  woman 
had,  I  think,  a  Filipino  servant.   I  was  helping  hin  move  the 
Victrola  full  of  records,  and  we  forgot  to  hold  it  the  right 
way,  and  the  records  spilled  out  on  the  floor.   It  broke  a  lot 
of  them.   I'm  surprised  that  they  didn't  shoot  me  at  that  point, 
[laughter]   It  made  a  big  impression;  I  never  will  do  that 
again. 

I  also  worked  at  a  hotel;  I  was  a  busboy  at  the  Shawn  Hotel 
downtown.   In  other  words,  I  did  a  variety  of  things  just  to 
stay  in  school.   I  had,  of  course,  a  scholarship.   I  think  it 
was  probably  because  I  was  a  minister's  son  that  they  remitted 
most  of  the  tuition. 


Brother  Marcus  and  Heidelberg  College 


Grether:   I  think  the  point  is  that  I  was  going  to  have  my  education,  even 
if  I  had  to  do  it  myself,  which  I  did.   Then,  later  on,  when  I 
went  to  the  University  of  Nebraska  as  a  junior,  I  lived  with  my 
brother  (and  this  is  worth  recording) .   One  reason  I  went  to 
Heidelberg  was  because  it  was  a  kind  of  a  family  institution;  my 
older  sister  had  been  there,  and  my  brother,  Marcus,  had  been 
there  ahead  of  me  and  graduated.   He  was  the  captain  of  the 
football  team.   He  was  a  very  sturdy,  athletic  type  of  man,  and 
I  admired  him  very  much.   I  was  seven  years  younger,  and  I 
tended  to  be  more  delicate  than  he  was.   He  was  this  robust, 
physical  person.  He  became  my  idol  in  many  respects. 

He  turned  out  to  be  a  minister  in  Lincoln,  Nebraska.   He 
told  me  that  I  had  probably  all  the  benefit  that  I  could  from 
the  Heidelberg  environment- -that  I  should  get  a  broader 
environment. 


University  of  Nebraska 


Nathan:   Did  Heidelberg  have  a  four-year  curriculum? 
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Grether:   Yes.   It  was  a  four-year  liberal  arts  school.   The  University  of 
Nebraska  was  a  university.   He  was  located  there,  so  he  said, 
"Why  don't  you  come  out?  I'll  give  you  a  room,"  which  was  very 
wise  advice ,  because  I  immediately  broadened  my  base .   There , 
too,  I  had  to  do  various  jobs.   I  was  a  janitor  at  his  church, 
for  example,  and  I  worked  as  a  waiter,  and  did  a  variety  of 
things . 

But  also,  after  that,  when  I  was  a  senior,  I  was  a  reader 
in  economics .   This  was  very  important  in  my  experience ,  because 
I  was  working  for  a  man,  Professor  George  0.  Virtue,  a  very 
fine,  scholarly  fellow.   Our  relationship  became  so  close  that 
after  we  were  living  in  Berkeley  he  would  come  out  every  summer 
and  fall  during  the  ragweed  season  and  live  with  us  because 
[laughing]  he  couldn't  live  happily  in  Lincoln,  Nebraska,  during 
the  ragweed  season.   We  became  very  attached  to  G.O.V. ,  as  we 
came  to  call  him. 

Nathan:   How  interesting  that  your  interests  would  expand  to  fill  the 
space  available . 

Grether:   Yes,  I  think  so.   Now,  Virtue  had  a  very  great  influence  on  me, 
because  he's  one  of  these  very  scholarly,  sound  people  of  high 
standards.   He  taught  a  course,  for  example,  in  public  finance, 
which  I  took  with  him. 

Another  man  there  who  had  a  very  deep  influence  on  me  was 
the  dean  of  the  school,  James  Edward  Le  Rossignol,  a  French- 
Canadian.   He  had  written  poetry  and  fiction,  as  well  as 
economics,  and  I  took  work  with  him  and  admired  him  greatly.   In 
fact,  those  two  men,  I  think,  had  more  influence  on  me  than 
anyone  else  there. 


Graduate  Student  at  the  University  of  California.  Berkeley 
(1922-1924) 


Grether:   The  reason  I  am  here  today  is  because  the  dean  called  me  in  one 
day  to  say  he'd  received  an  announcement  from  the  University  of 
California,  from  Professor  Ira  B.  Cross,  about  teaching 
fellowships  available  at  the  University  of  California,  and  would 
I  be  interested  in  applying. 

Nathan:   This  would  be  for  graduate  students,  right? 
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Grether:   Yes.   This  was  during  my  final  year  at  the  University  of 

Nebraska.   So  I  applied  and  was  accepted,  and  that's  how  I 
happened  to  come  to  Berkeley.   It's  very  interesting  because, 
having  had,  now,  experience  at  two  institutions  (and,  by  the 
way,  having  done  rather  well;  I  always  had  a  strong  scholastic 
record) ,  I  found  when  I  came  out  here  that  I  was  in  very  good 
shape  for  another  reason.  That  is,  I'd  learned  German  at  home, 
and  I'd  taken  French  courses.   Not  only  had  I  had  good  training 
already,  but  I  had  my  languages  under  control.   So  I  was  all  set 
to  move . 

Nathan:   You  could  read  in  the  literature  of  the  two? 

Grether:   Yes.   The  result  was --much  to  everyone's  surprise,  and  my  own, 
too- -that  I  was  able  to  finish  my  Ph.D.  in  two  years. 

Nathan:   This  was  something  that  I  was  checking  on  your  bio-bib  list,  and 
I  thought  there  must  be  a  mistake,  because  nobody  gets  a  Ph.D. 
in  two  years . 

Grether:   Actually,  it  shouldn't  have  been. 

Nathan:   Well,  I  suspect  you  fulfilled  all  the  requirements. 

Grether:   I  think  the  key  here  was --the  thing  that  we  also  learned  from 
the  veterans  at  the  end  of  World  War  II --that  I'd  been  out  two 
years;  I'd  matured.   I  was  motivated;  I  knew  what  I  wanted;  I 
didn't  waste  any  time.   Although  I  was  working  on  the  side,  I 
was  also  extremely  well  organized.   I  had  to  be,  because  I 
couldn't  have  made  the  scholastic  record  I  did  unless  I  had  been 
well  organized.   This  was  by  necessity,  but  I  learned  work 
habits  and  organization  that  I  can't  shake  off  now. 

Nathan:   Can  you  tell  me  about  your  work  habits- -how  you  organized  your 
time? 

Grether:   Yes.   I  would  sometimes  even  keep  a  calendar  of  hours  scheduled 
for  various  purposes.   But  the  most  important  thing  that  I 
learned  was  the  ability  to  attend- -to  concentrate- -and  this  is, 
I  think,  an  extraordinary  factor.   I  learned  to  concentrate  so  I 
could  shut  out  everything,  and  maybe  in  thirty  minutes  do  what 
other  people  might  take  two  hours  to  do  because  they  didn't  have 
this  ability  to  concentrate,  which  I  think  I  learned  by 
necessity.   But  it  was  exceedingly  important. 

Also,  I  learned  to  work  quickly.   This  probably  ruined  my 
handwriting,  because  I  would  take  notes  very  rapidly  in  the 
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library.  When  I  was  a  graduate  student,  I  loved  to  roam  the 
library  and  just  take  books  off  the  shelf.   I'd  live  in  the 
stacks,  you  see.   I  have  a  tremendous  habit  of  making  notes  and 
saving  my  notes.  1  can  still  find,  I'm  sure,  notes  going  back 
that  far,  in  my  basement  at  home,  or  maybe  around  this  room 
someplace  [office  in  Barrows  Hall].   I  developed  the  habit  of 
making  these  brief,  quick  notes,  and  it's  amazing  how  helpful 
those  have  been. 

Nathan:   You  devised  a  filing  system  so  you  could  retrieve  them;  that's 
the  other  part  of  it. 

Grether:  Yes.   Of  course,  that  had  to  change  over  the  years.   The  one  I'm 
using  now  would  not  have  been  quite  the  same  as  the  one  I  used 
originally. 

In  fact,  a  good  example  of  how  I  concentrated  is  rather 
amusing.   When  I  arrived  here  in  1922  as  a  teaching  fellow  of 
Ira  Cross,  he  had  in  the  group,  for  the  first  time  in  his 
experience,  a  young  woman,  a  teaching  fellow.   She'd  come  down 
from  the  State  of  Montana.   Her  name  was  Carrie  Virginia  Maclay. 
When  she  made  remarks,  I  paid  no  attention  to  her.  I  was  so  busy 
about  my  work  [laughing]  that  I  wasn't  doing  things  socially;  I 
was  hard  at  work.   She  remarked  (she  loves  to  tell  this  story) 
to  one  of  the  other  teaching  fellows,  "This  fellow  Grether- -he 
seems  to  be  so  busy  all  the  time."  The  other  fellow  said, 
"You'd  like  him  if  you  got  acquainted  with  him.   He's  a  very 
nice  fellow,  but  it's  true  he's  very  busy."  I  was  organized  and 
working  hard,  you  see,  and  this  was  a  basic  characteristic,  I 
think,  which  came  from  necessity. 


Father's  Discipline 


Grether:   Also,  to  some  extent,  this  was  my  Germanic  background.   My 

father  had  a  strong  discipline;  he  couldn't  stand  slouchiness  at 
all,  no  matter  what.   If  it  was  in  the  garden,  the  garden  rows 
had  to  be  very  straight;  we  lined  them  up.   Everything  had  to  be 
planned  carefully.   In  writing,  everything  had  to  be  exactly 
right.   I  learned  this  at  home  from  him.   But  I  think  necessity 
was  the  most  important  thing,  plus  what  I'd  learned  from  my 
father's  rigorous  discipline  that  he  kept  emphasizing. 
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For  instance,  he  would  watch  posture.   If  I  didn't  stand 
straight,  he'd  immediately  say,  "Stand  up.  You're  not  supposed 
to  stand  like  that."  He  used  to  do  this  with  all  his  children. 
There  was  a  very  strong  sense  of --you'd  call  it  German 
discipline  now,  which  came  from  him  all  the  time.   My  mother  was 
quite  different.   She  was  amused  sometimes  with  all  of  this.   I 
think  one  reason  that  she  survived  all  this  was  because  she  had 
a  very  quiet  sense  of  humor.   We  sometimes  wondered  about  this. 


Family  Life 


Grether:   I  didn't  mention,  talking  about  the  family  experience,  that 

there  were  always  family  devotions,  not  only  because  we  were  a 
minister's  family,  but  this  was  typical,  I  think,  of  the  period 
before  radio  and  TV  cut  families  to  pieces.   We  began  every  day 
after  breakfast  with  a  brief  family  devotion,  sometimes  with 
singing,  and  there 'd  be  something  in  the  evening. 

Nathan:   Would  there  be  someone  reading  a  Bible  passage? 

Grether:  Oh,  yes.  We  would  maybe  take  turns;  the  Bible  would  be  passed 

around  the  table ,  and  people  would  take  turns .  And  then  someone 
would  always  lead  in  prayer.   We  all  have  vivid  recollections 
about  how  my  mother  would  get  so  worried  about  what  was  cooking 
[laughter]  during  my  father's  prayers. 

Nathan:   Delightful. 

Grether:   It  was  delightful.   But  fortunately  she  had  a  nice  sense  of 

humor;  she  had  a  real,  subtle  sense  of  humor  that  we  all  became 
aware  of.   But  the  family  devotions  were  a  great  strain  upon 
her,  as  she  was  trying  to  see  to  the  household  chores.   Please 
remember  that  much  of  this  was  before  the  days  of  washing 
machines  and  appliances,  when  the  washing  had  to  be  done  like 
this  [demonstrates]  on  the  washboard,  you  see. 

Nathan:   You  had  to  heat  the  water,  of  course,  in  a  big  tub? 

Grether:   Everything.  Oh,  yes.   Our  family  bath  was  Saturday  night  in  the 
round  washtub;  didn't  have  the  bathtub  until  quite  a  bit  later. 
There  was  no  inside  plumbing  during  the  earliest  period.   Things 
we  take  for  granted  nowadays  just  weren't  there. 

Nathan:   And  she  probably  made  much  of  the  clothing? 
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Grether:   No,  I  don't  think  so.   If  you  look  at  my  grandmother's  story, 
she  carded  the  wool  and  made  it  all.   She  would  work  till 
midnight  every  night  with  her  spinning  wheel,  then  make  a  cloth 
and  cut  it  out  and  so  on.   No,  my  mother  didn't. 

I  think  here  again  is  where  the  parishioners  helped, 
because  they  would  help  make  clothing  for  the  family  [laughter]. 
My  sister  used  to  always  talk  about  some  of  the  strap  dresses 
they  would  make,  with  straps  over  the  shoulders.   She  just 
detested  them.   It  is  really  very  funny  to  look  back  upon  this 
later. 

When  I  was  a  graduate  student,  my  sister  Helen  came  out 
here  from  Denver,  where  she  was  a  nurse,  and  lived  in  Berkeley 
until  she  died.   We  became,  of  course,  very  close.   She  didn't 
live  with  us,  but  she  was  in  town,  and  we  saw  her  a  great  deal. 
She  had  a  psychological  hangover  [laughter],  if  nothing  else, 
from  those  dresses  that  she  sometimes  had  to  wear,  which  were 
completely  distasteful  to  her.   But  some  of  the  people  nowadays 
who  want  to  re-establish  a  sense  of  community  should  have  lived 
during  that  period.   It  can  be  overdone  [laughter],  but  it 
really  was  a  community,  you  see. 


Parsonage  as  Social  Welfare  Center 


Nathan:   No  one  had  any  secrets? 

Grether:   Oh,  no.   Also,  in  terms  of  what  goes  on  nowadays,  the  so-called 
parsonage- -or  manse,  you  would  say --was  always  beside  the 
church,  and  the  minister  and  family  had  no  privacy  at  all.   All 
the  problems  came  to  them;  I  can  recall  that.   They  were  the 
social  welfare  center  also.   Much  of  what  is  handled  now  under 
social  welfare  agencies  was  handled  by  the  church.   It's  a  bit 
of  history  that  may  have  been  written;  I  don't  know.   I  haven't 
found  the  literature  in  this  field.   It  ought  to  be  recorded: 
the  role  of  the  church  as  a  social  welfare  agency. 

Take  this  story  of  my  grandfather,  trained  in  medicine- -you 
can  see  it  was  impossible  for  him  to  escape  that.   His 
parishioners  soon  discovered  that  he  knew  some  medicine,  and 
they  could  get  it  free  from  him.   [laughter]   So  he  was  always 
pulling  teeth  or  whatnot,  along  with  his  ministerial  duties, 
during  a  period  when  doctors  were  scarce.   I  would  judge  he  was 
a  kind  of  social  case  worker  as  well  as  a  preacher,  involved  in 
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the  issues  and  problems  of  the  parishioners  under  relatively 
primitive  conditions.   It's  worth  recording  that  he  shifted  from 
being  a  doctor  beginning  in  1863,  when  the  Civil  War  was  on,  and 
how  he  was  able  to  make  that  kind  of  a  determined  move  into  that 
different  type  of  career. 


Brother.  Sisters,  and  Family  Descendants 


Nathan:    I  might  ask  whether  you  were  aware  of  your  parents'  or  your 

grandparents'  interest  in  politics;  did  they  express  political 
concerns? 

Grether:   Yes,  they  were  interested,  but  they  were  not  activists.   I'm 
trying  to  recall.   Yes.   For  example,  my  youngest  sister  is 
named  Theodora.   Why?  Because  of  Theodore  Roosevelt.   So  my 
father  must  have  been  very  greatly  impressed,  you  see.   If  she 
had  been  a  boy,  she  would  have  been  Theodore,  undoubtedly. 

By  the  way,  the  names  in  my  family  are  very  curious.   My 
name--Ewald  [said  with  two  different  pronunciations],  middle 
name  Theophilus,  mind  you.   All  the  names  tend  to  be  a  bit 
unusual . 

Nathan:   Does  Ewald  have  a  meaning  in  German? 

Grether:   No.   My  father  had  a  friend  named  Ewald  Hause,  as  I  understand 
it.  Theophilus  is  from  the  German  "Gottlieb"  (beloved  of  God), 
and  that  was,  I  think,  his  idea.   My  oldest  brother  whom  I 
admired  so  much  as  the  athlete,  also  deceased,  was  named  David. 
There  are  only  four  of  us  left  now.   The  other  three  are 
sisters,  which  in  itself  is  interesting  in  terms  of  what  happens 
in  this  world:   there  were  five  boys  and  four  girls,  and  one  boy 
and  three  girls  have  survived.  Among  the  survivors  is  the 
oldest  member  of  the  family- -a  girl;  women  tend  to  live  longer 
in  this  life  than  the  men. 

But  my  sister  next  to  me,  for  example,  is  Eulalia  Dorothea. 
I  think  my  father  chiefly  named  the  children;  it  was  his  hand 
involved  in  naming  [laughing]  the  children.   I  think  he'd  been 
to  a  World's  Fair  sometime  and  picked  up  one  or  two  of  these 
names --the  St.  Louis  Fair,  I  recall. 

The  record  of  family  experiences  is  an  extraordinarily 
interesting  record,  when  you  think  about  it.   I  have  never 
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thought  about  it  very  systematically,  but  you  see  what  happens 
to  people  within  a  family.   I  noticed,  picking  this  up  (this  was 
written  in  1930) ,  that  when  my  grandfather  died  in  1938  he  had 
110  living  descendants.   They're  listed  here.   Some  of  those  are 
deceased,  and  many  others  have  come  along  since  then,  but  it's 
an  amazing  phenomenon,  really. 

Nathan:   It  was  populating  what  was  thought  to  be  a  wilderness? 

Grether:   That's  right;  that's  right,  and  they  all  had  big  families.   My 
mother  had  an  extraordinary  number  of  descendants.  We  counted 
them  one  time  when  she  was  alive.   It's  despite  the  fact  that 
two  of  my  sisters  did  not  marry- -but  even  so,  the  way  the  tree 
spreads  itself  out. 

Nathan:    Perhaps  one  question,  if  it  interests  you:   in  addition  to  your 
brother  Marcus,  did  any  of  the  others  become  ministers? 

Grether:   Yes,  David.   David  is  the  senior;  he's  the  oldest  boy.   Joanna 

is  the  oldest  in  the  family,  a  girl.   She  became  a  teacher  and  a 
missionary  among  the  Indians  in  Wisconsin  for  a  while.   Then 
David,  the  second  child,  followed  in  my  father's  footsteps.   He 
went  to  the  same  school  in  Wisconsin,  and  he  too  was  bilingual. 
He  tended  to  serve  in  German-American  types  of  parishes  in 
Indiana  and  Wisconsin.   We  used  to  love  to  visit  him.   He  was  in 
a  place  called  Magley  in  Indiana.   My  wife  and  I  were  just 
delighted  living  with  him—not  only  because  it  was  out  in  the 
country,  and  they  had  a  very  nice  place  and  a  nice  garden  and 
the  rest  of  it,  but  we  enjoyed  attending  his  church  service.   We 
enjoyed  his  stories  of  some  of  the  things  that  happen, 
especially  in  the  use  of  language  on  the  part  of  his 
parishioners --this  mixing  up  the  German  and  the  English. 

For  instance,  I  remember  he  told  me  about  how  he  had  to 
bury  a  little  infant.   He  asked  the  family  just  what  had  been 
the  problem,  and  the  father  said,  "Oh,  he  died  of  a  convention." 
He  meant  convulsions.   I  could  write  several  pages  of  examples 
of  this  sort  of  thing  that  he  would  tell  us,  of  the  misuse  of 
language  by  these  second  or  third  generation  of  Germans.   Both 
Indiana  and  Ohio  have  strong  German  communities,  and  they  tended 
to  maintain  the  use  of  the  language  in  the  churches  especially. 

It's  worth  recording,  perhaps,  that  I  have  a  nephew  who  was 
a  minister  in  Windsor,  Colorado,  who  is  the  son  of  this  brother, 
David.  He  still,  at  the  end  of  his  English  service,  will  have  a 
German  service,  maybe  of  ten  or  fifteen  minutes,  for  the  older 
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people  who  still  want  something  in  German,  who  are  still 
survivors . 

My  wife  and  I,  visiting  there  a  couple  of  years  ago,  asked 
if  we  could  attend  that  German  service.   I  wanted  to  experience 
that  again,  because  I  could  recall  that,  you  see.   They  have 
little  black  books  for  hymnals,  with  no  music  in  them  at  all, 
and  they  just  sing  their  hearts  out  without  any  music  in  front 
of  them;  the  tunes  have  become  so  traditional  that  they  sing 
without  music.   There's  no  organ.   Of  course,  a  great  deal  of 
discord  gets  in  it  also.   I  recall  it  so  vividly  from  my 
childhood.  Now,  of  course,  in  the  churches  (especially  like  in 
Sandusky)  they  had  organs  and  pianos,  but  the  real  old  German 
tradition  is  just  black  hymnals. 

Nathan:   No  separate  choir? 

Grether:   No.   The  people  would  do  the  singing.   They  had  choirs  also  at 
some  of  the  churches,  but  they  loved  to  sing.   My  nephew's 
German  is  not  very  good,  but  he's  able  to  give  them  something  to 
satisfy  the  interests  and  needs  of  some  of  these  people  in  their 
seventies  or  eighties  who  still  want  to  have  a  bit  of  the  ^erman 
preserved. 

Windsor,  Colorado,  is  becoming  famous  right  now  because 
Eastman  Kodak  has  a  major  plant  established  right  outside  the 
town,  so  I  suggested  to  my  nephew  that  he  really  ought  to  have 
someone  do  the  economic  and  social  history  of  this  area,  because 
a  little  farming  community  is  about  to  become  industrialized. 
It's  going  to  be  a  tremendous  thing  to  observe,  because  Eastman 
has  put  tremendous  investments  right  outside  t'r  s  little 
community. 

Nathan:   They'll  draw  on  these  people  to  man  it? 

Grether:   Oh,  yes.   They'll  bring  in  new  people,  as  well  as  use  the  local 
people .   Many  people  are  coming  in  there  as  employees  from 
elsewhere  in  the  country.   The  whole  country's  being  changed. 
In  fact,  Loveland,  where  I  went  to  high  school  (and  I  graduated 
in  1916)  has  a  Hewlett-Packard  plant  as  well  as  other  plants. 
The  whole  area,  from  Denver  north,  is  now  being  industrialized. 
It  was  a  very  pleasant,  scenic  plains  and  mountain  country  when 
we  were  there.   The  whole  pattern- -Denver  has  heavy  smog  now. 
It's  hard  to  believe.   All  the  problems  that  we've  been 
experiencing  in  California  with  modern  industrialism  are  now 
appearing  in  this  area  around  Denver  and  north. 


29 


Nathan:   Thinking  of  this  very  strong  church  impulse,  was  there  any 
missionary  component? 

Grether:   Oh,  yes.   Oh,  yes.   My  sister,  Eulalia,  who's  next  below  me  in 

line,  and  whom  we  call  up  every  Sunday- -so  we  keep  in  touch  with 
things,  and  we  look  forward  to  these  conversations --lived  most 
of  her  life  in  Egypt.   She  didn't  go  to  theological  school;  she 
went  to  the  University  of  Nebraska  and  took  work  in  art  and 
became  very  capable.   She  had  a  very  fine  teacher. 

Then  she  went  to  New  York  University,  and  I  think  she  was 
the  first  woman  to  get  a  Master's  degree  in  art  education,  or 
something  of  that  sort.   Then  she  went  to  Egypt  under  the  United 
Presbyterian  Church.  That  was  the  original  United  Presbyterian 
Church.   Now  all  the  Presbyterian  churches  are  called  united 
because  they've  taken  that  label,  but  this  was  when  there  was  a 
separate  division  called  United.   Their  earmark  was  that  they 
were  more  conservative,  usually,  and  they  sang  psalms;  they 
wouldn't  sing  hymns.   In  Loveland  there  was  a  United 
Presbyterian  church,  to  which  I  belonged,  too. 

So  she  then  went  to  Egypt  under  the  United  Presbyterian 
Church  and  taught  in  a  girls'  school.   In  fact,  she  was  a 
principal  in  a  girls'  school  in  Tanta,  Egypt,  on  the  Delta.   I 
visited  her  there  in  1933.   For  example,  this  scarab  that  I  have 
here  [worn  on  a  tie  clasp]  comes  out  of  a  tomb;  she  gave  this  to 
me.   It's  an  original;  it's  a  very  good  scarab.   In  the  tombs 
they  bury  people  with  these  scarabs- -beetles .   It's  a  symbol  of 
immortality. 

Nathan:   They're  beautifully  colored. 

Grether:   I  happened  to  be  wearing  this  just  last  April,  when  I  was  in 

Hong  Kong.   I  went  to  a  big  reception  there  and  met  the  Egyptian 
consul  general,  and  he  spotted  us  right  away. 

Nathan:   Did  he?   [laughter]   Someone  with  a  good  background  in  art  I'm 
sure  would  find  Egypt  fascinating. 

Grether:   It  was.   She  took  me  on  a  tour  in  1933,  up  to  the  tombs  area  as 
well  as  through  the  villages.   She  could  speak  Arabic  like  a 
native.   Well,  she  spent  her  life  there.   In  fact,  here  again  is 
something  (speaking  of  people  of  this  sort):   it  was  these 
Americans,  especially  the  American  women  who  went  in  there,  who 
broke  down  the  tradition  of  not  educating  women  in  that  country. 
They  provided  education  in  their  private  schools,  the  so-called 
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missionary  schools.   In  Tanta  and  also  in  Cairo  they  had 
beautiful  schools-* good  buildings,  good  equipment. 

For  instance,  this  Egyptian  consul  general  I  met  in  Hong 
Kong  last  spring  said  that,  oh,  yes,  his  wife  had  been  educated 
in  that  school.  What  they  really  did  was  to  educate  the  girls 
who  became  the  wives  of  the  leading  Egyptians.   They  didn't  get 
very  far  down  the  masses;  they  tried  to,  but  that  was  more 
difficult.   But  they've  had  an  enormous  influence  in  terms  of 
education  for  women. 

This  sister  is  now  retired;  she  lives  in  Loveland.   But  to 
answer  your  question,  yes,  she  was  a  missionary,  and  my  older 
sister  worked  among  Indians  in  Wisconsin  for  a  while.   This  was 
deeply  in  the  family  tradition  and  the  family  commitment. 
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II  CARRIE  MACLAY,  HER  FAMILY,  AND  THE  MONTANA  LIFE 


Teaching  Fellows  for  Ira  Cross 


Nathan:   You  were  saying  earlier  that  you  had  made  the  big  jump  to 

California,  and  you  were  working  so  hard  that  you  didn't  look  at 
the  girls. 

Grether:   That's  right.   But  also  I  was  working  with  Ira  B.  Cross,  who  had 
very  strong  views.   One  of  these  views  was  that  his  teaching 
fellows  should  not  be  married.   In  fact,  it  was  not  the  custom 
then  to  be  married  as  a  graduate  student.   I  think  we  had  only 
one,  maybe  two,  graduate  students  who  were  married.   Cross  used 
to  give  us  a  lot  of  fatherly  advice.   He'd  say,  finally,  "Well, 
if  you  have  to  get  married,  it's  just  as  easy  to  love  a  rich 
girl  as  it  is  to  love  a  poor  girl."   [laughter] 

There  are  a  lot  of  good  stories  about  Dr.  Cross  on  this. 
By  the  way,  this  is  his  oral  history  [holds  it  up].   One  story 
was  that  he  was  calling  on  one  of  his  teaching  fellows  who  was 
married,  but  Doc  didn't  know  it.   So,  knowing  Doc's  antagonism 
to  this,  they  put  the  wife  into  the  clothes  closet,  but 
unfortunately  they  left  some  of  her  lingerie  in  view.   But  that 
turned  out  all  right;  if  you  had  to  have  a  woman,  you'd  do 
better  to  have  her  unmarried.   [laughter]   So  that  was  Doc. 

Nathan:   You  called  him  Doc? 

Grether:  We  always  called  him  Doc,  and  we  still  keep  in  touch  with  him. 
Of  course,  he's  in  a  rest  home  down  in  Menlo  Park  now.   He's 
ninety- three  or  ninety- four,  and  we're  in  continued  touch  with 
him.   We're  very  fond  of  Ira  Cross.   He  had  an  enormous 
influence.   He  was  a  strong  disciplinarian,  strong  teacher,  and 
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had  very  strong  views  about  a  lot  of  things, 
full  of  stories  about  Dr.  Cross. 


The  University  is 


Well,  among  these  teaching  fellows  was  Carrie  Virginia 
Maclay,  and  I  think  it  was  very  shocking  that  eventually  she 
became  my  wife- -shocking  for  Dr.  Cross.   But  now  he  takes  great 
pride  in  it.   He'll  say,  "I  brought  you  people  together."   I'm 
glad  he's  reconciled  himself  [laughter]  finally  to  this. 


Politics  and  Land 


Grether:   Now,  to  me,  the  fact  that  Carrie  Maclay  became  my  wife  is,  in  a 
sense,  a  story  of  America  in  what  you'd  call  the  first  phase  of 
the  melting  pot,  when  there  was  a  melting  pot,  because  her  line 
of  descent  also  was,  of  course,  from  Europe.   But  in  her  case, 
she  was  of  Scotch- Irish  descent,  and  her  people  had  come  over 
already  with  William  Penn.   Harrisburg,  Pennsylvania,  was  first 
called  Maclayville,  after  some  of  the  early  members  of  her 
family.   When  Maclay  married  a  Harris  girl,  they  changed  the 
name  to  Harrisburg  in  honor  of  his  bride,  so  we  have  been  told. 

Her  family  had  been  marked  by  two  or  three  characteristics 
that  I  think  have  been  very  interesting  in  contrast  with  my 
family  experience.   Beginning  with  this  surveyor  interest, 
they've  always  had  a  heavy  interest  in  owning  land.   Also, 
they've  always  had  a  heavy  political  interest.   The  first  two 
United  States  senators  from  Pennsylvania  were  named  Maclay;  one 
of  them  was  her  direct  ancestor. 


Grether:   In  fact,  the  published  diary  of  William  Maclay  is  the  only 

record  of  the  first  Congress  of  the  United  States.   He  kept  a 
diary,  and  this  is  a  published  record  of  which  we  have  a  copy. 
I'm  sure  it's  in  the  University  library.   It's  interesting  to 
record  that  he  was  a  commoner  and  a  real  Democrat,  because  he 
was  worried  right  from  the  start  about  George  Washington  wishing 
to  become  a  king,  and  he  was  worried  about  excessive  formality, 
excessive  expenditures,  and  so  on,  and  apparently  was  quite 
influential  along  these  lines. 

I  mentioned  the  land  interest.   Her  father,  David 
Richardson  Maclay,  left  Pennsylvania  when  he  was  seventeen  years 
old  to  migrate  to  Montana.   An  older  brother  had  gone  to  Montana 
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already.   The  reason  they  left  Pennsylvania  was  because  of  the 
scarcity  of  land;  they  wanted  to  become  landowners.   He  was 
successful  in  this,  because  by  the  time  of  his  death  he  had 
accumulated  thousands  of  acres  in  the  beautiful  Bitterroot 
Valley  in  the  State  of  Montana.   But  the  political  interest  was 
always  very  active  also.  We  had  tended  to  spend  our  summers  in 
Montana,  and  at  the  family  picnics  it  got  to  the  point  where  we 
had  to  put  up  a  sign,  "No  politics  allowed,"  [laughter]  because 
discussions  were  so  vigorous,  and  the  feelings  tended  to  run 
high. 

A  lot  of  things  are  of  interest  here.   I  have  often  said 
that  her  family- -they  were  livestock  ranchers- -and  my  family  had 
the  same  vocabulary;  except  that  the  emphasis  was  quite 
different,  we  used  some  of  their  words.   Yet  that  should  not  be 
misunderstood.   Her  father  was  very  intelligent,  and  I  enjoyed 
my  conversations  with  him.   I  got  to  be  very  well  acquainted 
with  him.   We  would  ride  on  horseback  over  the  ranch,  and  I 
greatly  enjoyed  being  with  him.   He  was  an  exceedingly 
intelligent  man  and  had  a  very  quick,  active  mind.   This  was  one 
reason  he  was  successful  as  a  cattle  trader  and  rancher,  because 
he  could  make  the  calculations  essential  for  buying  and  selling 
cattle  so  quickly  and  apparently  so  accurately.  Along  with 
this,  he  had  a  very  alert  set  of  interests  about  what  was  going 
on  in  the  world,  and  a  surprising  and  almost  intuitive  sense  and 
judgment  about  things. 


University  of  Montana  (1920).  Feminism,  and  Economics 


Grether:   From  this  standpoint,  it's  worth  recording  that  my  wife 

graduated  from  the  University  of  Montana  in  1920.   She  was  two 
years  ahead  of  me,  you'll  notice,  because  I  was  out  two  years 
working,  although  we  are  the  same  age. 

In  1920  the  women  of  this  country  were  franchised- -received 
the  vote.   This  had  a  very  important  impact  upon  her  and  other 
young  girls  at  that  time  because  they  were  active  feminists.   In 
fact,  I  sometimes  speak  of  her  as  the  original  women's  liberator 
or  feminist.   She  has  many  stories  she  could  tell  about  the 
impact  upon  some  of  her  friends.   Some  of  them  said  they  would 
not  have  children,  even- -very  prominent  women. 

Jeannette  Rankin,  the  first  woman  congressman,  comes  from 
Missoula.   (My  wife  also,  you  see,  attended  the  University.) 
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She  not  only  was  the  first  woman  congressman,  but  she  voted 
against  both  World  War  I  and  World  War  II  in  the  Congress  of  the 
United  States.   She  was  a  very  strong  woman. 

During  this  period,  Montana  went  through  an  enormous  amount 
of  economic,  social,  and  labor  turbulence.   I  won't  go  into  that 
now,  because  that's  another  story  itself,  but  I  mention  it 
because  this  is  the  background  from  which  my  wife  emerged  and 
which  has  been  part  of  her  experience.   So  it  was  natural  for 
her  also  to  become  interested  in  economics,  because  economic 
problems  of  the  State  of  Montana  were  very  severe. 

For  example,  one  of  her  teachers  at  the  University  of 
Montana  was  a  man  named  Lorwin.   (His  name  then  was  Levine ;  he 
changed  to  Lorwin  later  on.)   He  was  dismissed  from  the 
University  of  Montana  because  he  wrote  a  book  in  which  he 
pointed  out  that  the  Anaconda  Company  didn't  pay  its  fair  share 
of  taxes;  the  mining  interests  were  being  subsidized  in  the 
state.  This  produced  a  long  battle  within  the  state,  and  a 
rather  similar  battle  involving  the  academic  freedom  and  the 
dominance  of  the  state  by  the  mining  interests,  especially  the 
Anaconda  Corporation. 

Her  family  were  ranchers.   They  were  not  in  the  mining 
field,  but  they  were  part  of  this  whole  period  of  turbulence. 
It's  worth  noting,  by  the  way,  that  Peter  Odegard  of  [UC 
Berkeley's]  Political  Science  [Department]  came  out  of 
Kalispell,  Montana,  and  had  the  same  background.   It  affected,  I 
think,  Peter's  outlook. 

I  was  asked  to  make  some  remarks  at  his  memorial  service  by 
Eleanor  [Odegard] ,  and  I  pointed  out  that  the  official  motto  of 
the  State  of  Montana- -or,  rather,  the  unofficial  motto  during 
that  early  period- -was,  "So  live  that  you  could  look  any  man  in 
the  eye  and  tell  him  to  go  to  hell."   [laughter]   This  was  the 
cowboy,  in  a  sense,  and  mining  tradition—a  Wobbly  [IWW] 
tradition,  too,  you  see.   It  was  a  rough,  tough,  turbulent 
environment,  and  people  were  greatly  influenced  who  came  out  of 
that  environment. 

So  when  my  wife  came  to  California  to  work  with  Ira  Cross 
in  economics,  this  was  a  natural  expression  for  her  because  of 
her  background  and  interests.   She  was  the  first  woman  to  be 
accepted.   She  had  applied  to  Illinois,  and  they  rejected  her, 
not  because  of  her  record  but  because  she  was  a  woman.   They 
were  very  frank  about  it. 
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When  you  think  of  what's  happened  since  then,  what's 
happening  now  in  this  country,  and  put  it  in  that  background,  it 
gives  one  almost  a  shock,  because  then  there  was  a  period  of 
apathy  again.  But  there  was  a  very  active  feminist  movement  in 
the  early  1920s,  when  the  women  in  the  country  were  very  highly 
sensitized  about  all  of  it. 

I  mention  this  because  obviously  my  wife  would  have  had, 
and  did  have ,  an  extraordinary  influence  upon  me .  That  is ,  we 
were  both  economists.   She  was  working  for  her  doctorate  also, 
but  she  gave  this  up  when  we  were  married,  and  we  had  three 
children.   She  has  always  maintained  an  active  interest  in 
economics,  and  also  the  political  aspects  have  been  very 
important  in  the  family  discussions  and  in  the  family  interests. 


The  Ranch  and  the  Setting 


Grether:   These  trips  to  Montana  we've  made  every  summer  have  been  very 
important  in  our  experience.   We  used  to  merely  visit  with  my 
wife's  family.   More  recently,  after  she  inherited  the  ranch 
from  her  father  and  we  had  acquired  a  place  at  the  lake ,  we  have 
our  own  place.   It's  a  completely  different  environment.   It's 
refreshing  in  a  sense  to  leave  Berkeley  and  go  up  there,  and 
it's  refreshing  to  come  back  to  Berkeley  again.  To  live  up 
there  is  to  be  in  an  environment  of  ranching,  of  forest 
products,  lumbering,  recreation,  stress  upon  outdoor  living,  and 
also  an  environment  where  people  are  more  individualistic.   The 
State  of  Montana  has  the  same  land  mass  as  the  State  of 
California,  and  has  only  about  800,000  people.   The  result  is 
that  people  stand  out  as  people  much  more  sharply  and 
distinctly.   It's  quite  refreshing.   And  also  the  attitudes  and 
the  problems  tend  to  be  quite  different  from  here. 

Since  1953  we've  had  to  have  the  pleasure  and  problems  of 
taking  a  ranch  that  was  very  run-down  when  she  inherited  it  and 
making  a  good  working  ranch  out  of  it.   This  has  been  a  very 
exciting  experience  for  all  of  us,  and  allowed  me  to  apply  some 
of  my  economics  of  marketing. 

Nathan:   How  interesting.   Is  this  a  cattle  ranch? 

Grether:   Yes,  a  livestock  ranch,  where  we've  made  by  now  a  substantial 
investment.   It's  a  very  beautiful  place  in  terms  of  sprinkler 
systems  and  fences  and  fields  and  buildings  that  we've  put  on 
the  place --the  problems  that  we've  had  to  face.   Also,  we've 
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learned  to  work  with  the  federal  bureaucracy,  because  this 
involves  working  under  federal  rules  affecting  agriculture;  we 
learned  a  great  deal  f   st-hand  there.   We've  had  very  good 
service,  by  the  way,  f . am  the  Soil  Conservation  Service  of  the 
federal  government  in  terms  of  helping  us  in  making  plans  and 
implementing  some  of  these  plans  for  the  improvement  of  the 
irrigation  systems,  the  soil  conservation,  the  planning  of  the 
use  of  the  acres.   Now  we're  even  getting  int   the  timber 
business . 


Livestock  and  Timber 


Grether:  We  last  year  established  a  small  logging  sawmill  operation  to 

begin  cutting  some  of  the  second  growth  timber  that's  on  some  of 
the  property.   So  it's  been  a  different  world  entirely  for  us. 

Nathan:    Sounds  fascinating. 
Grether:   It  is  fascinating. 
Nathan:   What  do  you  grow? 

Grether:  The  ranch  itself  is  basically  a  livestock  ranch.   It  has  grazing 
land.   It  has  hay  land  where  you  raise  alfalfa.   Then  it  has 
grain  land  also,  where  you  can  raise  barley  and  wheat, 
basically.   Fortunately,  it  has  a  good  water  supply,  and  this 
has  been  one  of  the  chief  things  we've  done --to  make  better  use 
of  the  water  supply  coming  down  the  creek,  coming  to  the  ranch. 
What  we've  done  there  is  really  to  make  this  whole  thing 
economically  feasible.   We've  shifted  from  so-called  flood 
irrigation,  which  was  the  traditional  method  of  irrigation  where 
the  water  runs  over  the  land.   The  soil  tends  to  get  gravelly 
and  the  water  disappears  pretty  rapidly,  so  we  put  in  sprinkler 
systems  where  the  water  comes  down  like  rain. 

Nathan:   Is  this  unusual  in  Montana? 

Grether:   It  was,  but  now  it's  very  common.   It's  a  new  development  also 
in  much  of  California.   For  instance,  15  percent  of  the  water 
will  do  as  well  as  100  percent;  in  other  words,  it's  just  more 
efficient,  especially  on  the  gravelly  soils  where  the  water 
disappears  pretty  rapidly.   And  there  are  other  aspects. 

The  Bitterroot  Valley,  in  which  my  wife's  ranch  is  located, 
is  a  beautiful  valley  full  of  green  fields  under  sprinkle 
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irrigation;  some  flood  irrigation,  but  it's  been  moving  almost 
entirely  towards  this  much  more  efficient  sprinkler  system. 
We're  lucky,  because  practically  all  of  ours  is  under  gravity 
flow;  that  is,  we're  able  to  pick  the  water  out  of  ditches  high 
enough  above  the  fields  so  that  nature  does  the  work  (except  for 
one  field  where  we  use  a  power  pump).   This  reduces  the  cost. 
It's  a  very  beautiful  thing  also.   I  get  tremendous  enjoyment -- 

Nathan:   Aesthetically? 

Grether:   Aesthetically,  that's  right.  You  see  these  lovely  green  fields. 

Nathan:   What  kinds  of  timber  do  you  have  there? 

Grether:   It's  a  variety  of  timber.   There's  some  fir,  there's  some  yellow 
pine,  some  larches  (as  you  call  it  here).   We  have  quite  a 
problem  emerging  there  because  we're  basically  conservationists, 
and  the  reason  we're  going  in  a  small-scale  way  is  that  we  think 
that'll  avoid  devastation.   We  could  get  a  big  outfit  to  go  in 
there,  and  in  a  year  or  two  take  out  a  lot  of  timber  and  get  an 
income  from  it,  but  so  far  we're  experimenting.   We  decided  to 
experiment  with  a  man  with  a  small  sawmill  who,  year  by  year, 
would  take  out  small  amounts  carefully  selected. 

Nathan:   The  timber  harvest  concept? 

Grether:   Yes,  that's  right.   We've  given  him  a  two-year  contract.   We 

have  employed  a  timber  consultant,  a  specialist  in  that  area  who 
works  professionally  to  help  guide  this  operation.   So  we're 
having  fun  on  that  score;  that's  a  very  interesting  type  of 
experience  for  us. 

Nathan:   Do  people  hunt  and  fish  in  the  area? 

Grether:  Yes,  and  this  is  one  of  the  problems  if  you're  a  landowner. 

This  summer  we  saw  some  beautiful  deer,  for  instance,  and  in  the 
hunting  season  people  come  in  with  their  jeeps  and  cars.   Now, 
of  course,  when  there's  snow  on  the  ground,  the  Sno-mobile  makes 
them  so  fast. 


Issues  in  Planning  and  Conservation 


Grether:   To  illustrate  both  how  modern  and  how  primitive  this  is,  next 
door  to  us  is  a  ranch  owned  now  by  a  man  who  came  out  from 
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California  to  raise  sheep,  and  he  lost  five  hundred  lambs  a  year 
ago  to  coyotes.  The  coyotes  almost  spring  up  spontaneously  out 
of  those  canyons  and  forests  and  so  on,  and  they  just  kill  lambs 
for  the  heck  of  it.  They  don't  kill  them  to  eat;  it's  just 
sport  for  them.   Last  summer  he  lost  a  number  again.  You're  not 
allowed  to  set  up  the  bait  to  poison  the  coyotes  any  more 
because  other  wildlife  would  be  endangered  by  it,  but  the  result 
is  that  sheep  raising  is  getting  to  be  very  difficult. 

Nathan:   Can  they  shoot  the  coyotes?  Can  they  hire  a  bounty  hunter? 

Grether:   Coyotes  are  very  difficult  to  shoot.   You  can  shoot  the  bigger 

animals,  but  they're  very  elusive,  very  smart.   They  can  do  some 
of  that.   But  apparently  this  man  is  going  to  sell  out  and  move 
away.   Now,  we  don't  have  this  problem,  because  we're  raising 
cattle.   Coyotes  can't  kill  cattle- -calves ;  they're  too  big  for 
then.   But  we've  learned  a  lot. 

This  illustrates  the  different  type  of  life  we  lead  when  we 
get  up  there.   It's  very  stimulating,  very  invigorating.  We 
don't  know  which  is  the  real  world,  by  the  way.   [laughter] 
When  you  come  back  to  Berkeley  and  step  out  here  in  the  plaza 
[on  campus],  in  contrast  to  living  out  there  in  the  woods  and 
the  fields,  it's  an  enormously  different  type  of  experience.   We 
often  say  to  ourselves,  "Now  we're  going  back  to  the  real  world- 
or  are  we?  Which  is  the  real  world?"   [laughter] 

We  are  getting  worried  about  Montana,  by  the  way,  because 
we  can  see  the  same  things  beginning  to  happen  up  there  that 
happened  in  California.   For  years  I've  been  warning  people  up 
there  about  it.  My  wife  and  I  went  to  see  the  supervisors  for 
Ravalli  County,  where  most  of  the  ranch  is  located,  and  offered 
our  free  service  if  they  were  willing  to  accept  it,  to  help  them 
do  some  planning,  looking  ahead.   They're  now  beginning  to  do 
some  things.   What  is  happening  there  is  that  this  beautiful 
valley  is  being  cut  to  pieces  in  small  plots  without  any  plan. 

Nathan:   For  housing? 

Grether:  Yes;  oh,  yes.   People  much  prefer  now  to  work  in  Missoula  or 

some  other  place.  Missoula  is  only  twenty  miles  from  our  ranch. 
If  they  can  get  an  acre  to  forty  acres- -one  acre,  five  acres, 
ten  acres,  forty  acres- -to  live  in  rural  style  and  have  income 
in  the  town,  this  is  wonderful.   It's  great.   But  it's  being 
done  without  planning,  and  the  result  is  that  there  are  no 
sewage  facilities;  everybody  has  his  own,  and  they  may  be 
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polluting  underground  water  supplies.  An  enormous  number  of 
problems  are  arising  in  that  area.   We've  been  worried  about  it. 

One  aspect  of  all  of  this  that  is  exceedingly  interesting 
and  important,  in  terms  of  other  aspects  of  my  activities  for 
these  past  decades,  is  the  conservation  aspect.   For  example,  we 
have  a  son-in-law,  a  lawyer  in  Sacramento,  who  is  very  active  in 
the  Sierra  Club.   He  loves  to  come  to  Montana  and  backpack  out 
into  some  of  these  wonderful  wilderness  areas .   The  kind  of  view 
that  one  gets  from  Sierra  Club  members,  compared  to  the  kind  of 
view  you  get  from  ranchers  who  are  trying  to  make  their  living, 
is  in  sharp  contrast.   In  fact,  they  seem  to  be  almost  in 
different  worlds . 

To  illustrate,  I  remember  a  few  years  ago,  one  of  my  wife's 
family  members  was  losing  hay  to  elk  who  would  come  down  from 
the  mountains  and  eat  off  their  haystacks  that  had  been 
accumulated  for  the  livestock.   They  finally  began  shooting  some 
of  these  elk,  with  approval.   That  produced  a  tremendous  outcry 
among  the  wildlife,  recreational,  and  conservationist  people. 

These  issues  are  very  acute  issues  in  Montana.   Of  course, 
they'd  been  there  all  the  time,  because  you  go  back  to  the 
mining  period  in  the  history  of  the  state.   Butte  was  considered 
to  be  the  "richest  hole  in  the  world,"  so-called,  because  of  the 
tremendous  amount  of  copper  resources  that  had  been  taken  out  of 
there. 

Montana,  you  see,  has  been  a  raw-material-producing  state 
that  has  been  exporting  the  copper  and  timber  and  livestock  and 
basic  raw  materials  into  the  other  states  or  into  the  world 
market.   But  there  is  always  this  continuing  problem  of  the 
different  viewpoints  of  the  people  who  try  to  make  their  living 
in  mining  or  lumbering  or  farming,  in  contrast  to  the 
conservationist  interests.   The  conservationist  interest  has 
always  been  there,  but  it's  been  pushed  into  the  background,  and 
you  see  some  unbelievable  things. 

For  example,  two  years  ago  we  observed  a  little  community 
where  they  were  so  pleased  because  they  had  succeeded  in  getting 
a  fluoride  mill  from  Butte,  but  this  mill  put  so  much  poison 
into  the  air  that  it  began  killing  livestock  and  forage  and 
making  the  people  in  the  community  sick.   I  think  Montana  has 
moved  now  into  a  situation  where  there  are  state  laws  that  have 
been  enacted,  or  are  about  to  be  enacted,  to  deal  with  some  of 
these  problems. 
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Strip-Mining  and  Power  Plants 


Grether:   They  now  have  probably  the  most  important  issue  of  their  entire 
history  before  them.  That's  the  issue  of  strip-mining.   (We're 
moving  ahead,  but  I  think  perhaps  it's  just  as  well  to  bring  it 
in.)  The  strip-mining  issue  is  related,  of  course,  to  the 
energy  shortage.   Fortunately  or  unfortunately,  in  eastern 
Montana  and  western  Wyoming  and  Dakota  there  are  enormous 
deposits  of  low-sulphur  coal  near  to  the  surface.   This  can  be  a 
source  of  energy. 

Some  work  is  already  underway.   In  fact,  two  generating 
plants  called  Units  I  and  II  are  in  process  (I  guess  Units  III 
and  IV  have  already  been  approved)  in  a  major  plan,  perhaps 
involving  thirty- five  or  forty  big  generating  plants  in  that 
strip-mining  area.   From  these  plants,  lines  would  go  in  all 
directions,  exporting  the  power  based  upon  these  coal  resources. 
We  are  directly  involved  in  this,  because  we  now  already  have  a 
new  power  line  across  our  ranch.   We,  along  with  eighteen  other 
ranchers  in  the  area,  resisted  this,  but  the  line  is  there; 
we've  lost  the  battle.   The  only  thing  that  is  an  issue  now  is 
how  much  we'll  be  paid  by  way  of  compensation.   It'll  be  small 
compared  to  the  damage  done  in  perpetuity,  looking  ahead. 

It's  hitting  us  another  way.   We  have  a  summer  place  on  a 
beautiful  little  lake,  called  Placid  Lake.   We  heard  last  summer 
that  another  line  may  cut  right  across  a  corner  of  this  lake, 
from  the  third  and  fourth  units  being  planned. 

If  this  grand  plan  should  go  through,  you'd  see  the  state 
radiating  these  power  lines,  exporting  power  from  this  center  of 
generating,  using  this  coal. 

Nathan:   What  organization  would  handle  the  electricity? 

Grether:  The  center  of  all  of  this  in  the  state  is  the  Montana  Power 
Company.   It  has  relationships  now  with  Pacific  Coast  power 
companies- -Pacific  Power  and  Light,  Puget  Sound  Power  and  Light. 
There  are  joint  efforts  now  taking  place,  joint  investments,  to 
build  and  export  power  from  this  area.   This  will  move  in  the 
other  direction,  too,  down  towards  the  plains  area,  if  the  major 
program  that  has  been  discussed  goes  through.   Needless  to  say, 
the  whole  state  is  up  in  arms.  This  has  brought  the  whole 
conservation  issue  to  the  boiling  point.  We,  of  course,  are 
watching  it  with  great  interest,  and  we  are  greatly  concerned  as 
to  what  will  happen. 
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Nathan: 


Grether: 


Is  there  much  unemployment  in  Montana? 
issue? 


Is  job  opportunity  an 


At  the  moment,  the  timber  industry  is  down  a  bit,  so  that's 
created  some  unemployment.   It  is  basically  an  agricultural, 
mining,  forest  products,  and  recreational  area.   For  instance, 
to  illustrate  the  forest  products,  the  largest  plywood  mill  in 
the  world  now  is  at  Bonner,  which  is  seven  miles  from  Missoula; 
we  drive  through  Bonner  on  the  way  to  our  lake  place.  When  we 
are  in  Montana  we  always  are  meeting,  as  we  drive  along,  logging 
trucks  bringing  logs  into  these  mills . 


Problems  of  Industrializing 


Grether:   Missoula  has  a  heavy  pall  of  smog  over  it  from  the  pulp  and 
logging  and  sawmill  operations  located  there.   Missoula  is  a 
beautiful  place.   It  sits  at  the  confluence  of  five  valleys,  and 
this  has  been  a  natural  gathering  point  for  these  operations. 
The  air  is  highly  polluted  in  that  pocket,  very  similar  to  the 
Southern  California  valley  from  this  standpoint. 

Notice  that  what  I'm  saying  is  that  the  problems  I  have 
witnessed  here  in  California  over  my  lifetime,  having  seen 
California  transformed  from  a  pleasant,  semi-rural  state  to  a 
modern,  complex  industrial  society  with  all  the  problems  of  such 
a  society,  are  now  beginning  to  show  themselves  in  Montana.  We 
are,  with  our  California  background  and  our  Montana 
relationships,  deeply  involved  in  all  of  this. 

I  am  especially  cognizant  of  this  because  I  was  very  active 
in  the  California  state  Chamber  of  Commerce  for  years.   I  was 
for  fifteen  years  chairman  of  what  was  first  called  the 
Industrial  Plant  Location  Committee,  and  then  the  Industrial 
Development  Committee  of  the  California  state  Chamber  of 
Commerce,  during  the  period  1946-1961,  so  I  saw  this  tremendous 
postwar  development  in  the  State  of  California.   I  was  sitting 
in  a  strategic  spot  to  see  it,  almost  month  by  month.  And  now 
to  see  some  of  the  same  problems-- 

Nathan:   Sort  of  deja  vu? 

Grether:  Yes,  that's  right.   One  wonders  what  will  happen.   If  they 
decide  to  go  forward  with  some  of  these  major  programs  in 
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Montana--!  mentioned  Windsor,  Colorado,  a  little  agricultural 
town  where  Eastman  Kodak  comes  in  with  hundreds  of  millions  of 
dollars  of  investment.   This  sort  of  thing  now  can  be  multiplied 
to  the  State  of  Montana- -a  beautiful,  recreational,  outdoors, 
raw  material -producing  area,  and  now  feeling  the  impact  of  the 
needs  of  the  country  for  energy. 

Nathan:   Do  you  have  the  impression  that  the  people  of  Montana  are  not 
pushing  for  this  so  much  as  the  users  are  pushing  for  it? 

Grether:   That's  absolutely  right.   There's  a  very  strong  split  among 

people.   In  fact,  we've  always  been  kind  of  proud  of  the  people 
in  Montana,  because  they  seem  to  prefer  industrial  development 
without  people.   [laughter]   They  like  the  fact  that  they  call 
it  the  Big  Sky  Country,  and  they  like  the  fact  that  they  have 
these  tremendous  recreational  areas  held  out—wilderness  areas. 
People  live  there  because  many  of  them  just  love  this 
environment,  and  now  the  environment  is  being  threatened. 


The  Real  Montana  Life 


Grether:   To  illustrate,  on  our  little  lake  we  came  to  close  up  for  the 

winter.   We  asked  a  plumber  who  has  a  cabin  on  the  lake  to  help 
us.  His  name  is  Rusk.  He  helped  us  drain  our  pipes  and  do 
whatever  was  necessary  to  winterize  the  place.   Then  he  said, 
"Why  don't  you  come  down  to  my  place?   I've  got  some  steaks. 
You're  closed  up."   So  we  did,  and  we  had  a  very  pleasant 
conversation,  and  we  learned  a  lot  about  Mr.  Rusk. 

We  discovered  that  his  father  owned  the  plumbing  business 
that  he  worked  for.   He  gave  it  up  and  traveled  around,  like 
many  young  people  do,  to  see  the  world.   Then  he  came  back, 
because  he  loved  Montana,  basically.   He  makes  his  living  as  a 
plumber,  but  his  real  life  is  hunting  and  fishing  and 
recreation.   When  he's  at  the  lake,  he's  out  on  his  boat  all  the 
time.   We  asked  him  if  he  could  help  us  close  up  another  time, 
and  he  said,  "No,  no.   That's  the  first  day  of  the  bird  season." 
He  couldn't  possibly;  this  was  his  life. 

Something  very  amusing  happened  there.   He  was  talking 
about  some  of  the  people  around  the  lake.   He  said,  "Now, 
they're  wonderful  people."   (The  people  around  the  lake  are 
either  professional  people  or  small  merchants  and  so  on.)   He 
said,  "They're  great  people.   They  just  taught  me  how  to  brine 
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fish  a  different  way.  They  come  up  in  the  wintertime  and  fish 
through  the  ice.   They're  either  hunting  or  fishing  all  the 
time.  You'll  never  catch  them  reading  a  book."   [laughter] 
Then  he  recalled  he  was  talking  to  a  professor,  but  it  was  too 
late.   This  is  a  very  different  environment.   "You'll  never 
catch  them  reading  a  book,"  as  if  that  was  the  end  of  the  road. 
But  they're  so  full  of  this  outdoor  living. 

When  I  was  reading  these  materials  on  my  family  background, 
I  discovered  my  great  grandfather  was  exactly  of  this  sort.  He 
was  a  hunter.  He  had  one  gun,  and  he  said  he  had  killed  over 
300  deer  with  that  gun.  My  wife,  when  1  mentioned  this  to  her, 
said,  "But  he  was  killing  them  for  the  family's  meat."  He  was  a 
great  outdoor sman,  but  he  was  a  frontiersman  in  the  State  of 
Pennsylvania  during  a  period  when  it  was  like  Montana  still  is. 
You  can  still  live  this  kind  of  life  in  Montana. 

So  it's  a  very  refreshing  experience,  but  it's  getting  to 
be  a  very  lively  experience  in  terms  of  knowing  what  should  be 
proper  economic  policy. 

Nathan:   Would  it  take  congressional  action  to  control  strip-mining? 

Grether:   Yes.   Congress,  you  may  notice,  passed  a  strip-mining  law  which 
the  President  vetoed.   Now,  if  they  don't  pass  another  one, 
undoubtedly  this  will  go  forward.   The  problem  that  you  have 
there  is  to  try  to  replace  the  soil  again  so  you  don't  really 
leave  it  devastated. 


Water  as  a  Scarce  Resource 


Nathan:   Is  it  possible  to  replace  the  soil? 

Grether:   We  hear  conflicting  reports  on  that,  so  I  really  can't  speak 

with  authority,  but  I  would  judge  something  can  be  done.   There 
are  other  problems  that  are  probably  more  serious- -that  is,  the 
amount  of  water  necessary  for  these  types  of  operations.   It 
very  likely  will  mean  a  diversion  of  a  scarce  resource,  water, 
into  this  type  of  operation  rather  than  to  agriculture  or  some 
other  use. 

In  fact,  the  people  of  Montana,  like  the  people  in  the 
Northwest,  worry  about  California  on  this  score.   Years  ago  I 
went  to  Seattle  with  a  delegation  from  the  California  state 


Nathan: 


Grether: 


Chamber  of  Commerce  to  see  if  they  couldn't  work  out  a 
coordinated  relationship  with  the  people  in  Washington  and 
Oregon.   I  was  there  as  the  chairman  of  this  committee  that  I 
mentioned  earlier.  We  found  the  people  very  suspicious  of 
California,  and  the  reason  was  they  were  afraid  we  were  after 
their  water.   They  had  heard  that  we  wanted  to  divert  the 
Columbia  River  somehow  [laughing]. 

This  is  true  of  Montana;  they  fear  that  their  streams  could 
be  diverted,  away  from  the  state,  into  other  uses.  When  you  get 
down  to  the  real  base  of  the  northwest,  it's  the  water  supply; 
that's  necessary  to  sustain  life  in  these  semi-arid  regions. 
We're  well  aware  of  that  in  the  use  of  our  sprinkler  systems. 
It  was  the  source  of  power,  too,  of  course,  in  the  hydro 
electric  system,  but  you  can't  get  enough  power  through  the 
hydro -electric,  so  you  have  to  have  either  oil  or  coal  or 
nuclear  energy  bases  for  making  power.   That's  the  issue,  of 
course;  it's  in  front  of  all  of  us  every  minute  of  the  day  now 
in  this  country,  and  is  going  to  be  debated. 

Have  you  come  to  any  tentative  point  of  view  on  your  own?  Are 
you  able,  in  your  own  mind,  to  reconcile  these  conflicting 
demands? 

I  wrote  a  paper  which  was  printed  in  the  Journal  of  Marketing 
last  summer  [1974]  on  some  of  this  (it's  in  one  of  the  reprints 
I  gave  you),  in  which  I  put  it  this  way:  What  we  need  here  is 
not  so  much  compromises  but  new  insights  and  new  criteria.   We 
need  the  energy;  there's  no  doubt  about  it.   But  we  shouldn't 
make  the  kind  of  environmental  sacrifices  that  we  have  been 
making  to  get  access  to  these. 


Organized  Interests  and  Unorganized  Citizens 


Grether:  But  getting  these  new  insights  and  regulating  public  policy  on 
these  new  insights- -it's  easier  to  say  these  things,  but  when 
you  realize  how  high  the  stakes  are  and  how  well  organized  the 
interests  are  in  favor  of  doing  certain  things  in  contrast  to 
the  opposition  of  it-- 

To  illustrate,  up  on  the  Seeley  Lake,  which  is  our  mailing 
address  this  glimmer  (that's  where  we  get  our  mail  at  our  summer 
lake) ,  the  State  Natural  Resources  Division  called  public 
hearings  to  discuss  this  idea  of  the  power  plant  through  there. 
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We  went  to  it;  there  was  almost  no  one  there,  very  little 
interest  among  the  citizens. 

Nathan:   The  ranchers  weren't  yet  alarmed? 

Grether:   No.   This  is  lake  country;  this  is  the  lake  area.   Nobody  came 
out  to  this  meeting.   Well,  there's  your  problem.   People  who 
want  to  do  this  are  well  organized,  and  the  people  who  have  so 
much  at  stake  won't  express  themselves  or  they  don't  know  what 
it's  all  about --unaware  of  what's  going  on.   We  attended 
hearings  of  the  same  sort  down  at  Hamilton,  Montana,  two  years 
ago.   My  wife  made  a  little  talk- -a  very  good  talk;  I  was  very 
proud  of  her- -indicating  her  view  and  our  view.   But  the  power 
line  has  been  built  anyway.   Our  view  was  that  they  already  had 
one  corridor  through  that  valley;  they  could  use  that  corridor. 
But  now  they  have  two  corridors  through  the  valley. 

These  are  very,  very  critical  political  issues.   The 
background  of  Montana  is  very  important  here.   Montana  (like  the 
State  of  California  was  once,  but  much  more  clearly  so)  was 
dominated  by  corporations,  first  the  Anaconda  Corporation.   For 
years  it  even  controlled  the  newspapers- -owned  and  operated 
them.   Montana  was  controlled  by  the  Anaconda  Corporation  of 
Butte.   Well,  that  period  is  past,  but  Montana  Power  is  a  very 
powerful  organization  now  of  a  different  sort,  but  they're 
serving  very  important  public  needs.   There's  no  doubt  about  it; 
the  energy  needs  are  here,  and  the  utilities  of  this  country  are 
in  very  bad  shape. 

I  talked  to  Fred  Morrissey  about  this  yesterday.   He's  a 
professor  in  this  field,  and  he's  worried  about  the  public 
utilities.   We  have  an  enormous  problem.   How  are  you  going  to 
serve  the  conservation  interests  and  fulfill  this  high  need  for 
energy?  There's  a  discussion  in  the  paper,  too,  about  how,  in 
the  present  plan,  there  will  be  a  very  sizeable  increase  of 
nuclear  plants.   Yet  the  public  is  concerned  about  the  safety 
issues.  Now,  the  coal  plants  don't  have  that  safety  issue,  but 
they  do  have  the  issue  of  polluting  the  air  and  destroying  it. 

In  our  home,  for  example,  we  have  a  beautiful  painting 
called  "Arizona  Desert,"  done  by  Peter  Bios.   I  finally 
succeeded  in  getting  Peter  to  sell  it  to  us.  He  used  to  spend 
his  summers  down  in  the  Arizona  desert,  painting  Indians  and 
landscapes.   This  painting  is  of  a  beautiful  piece  of  desert 
where  now  you  have  belching  smokestacks  of  generating  plants 
using  coal  out  of  that  desert  area.   That's  what's  going  to 
happen.   What  should  be  public  policy? 
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Bearing  Social  Costs 


Nathan:   Let's  say,  economics  aside,  that  presumably  it's  possible  to  put 
scrubbers  on  the  smokestacks  so  that  production  doesn't  pollute 
the  air. 

Grether:   Not  so  much--at  least,  yes,  presumably.   But  that  costs 

something  always.  This  gets  us  into  a  lot  of  other  things.  My 
feeling  is  that,  insofar  as  possible,  you  should  internalize  the 
externalities,  which  means  that  the  business  firms  should  be 
expected  to  bear  some  of  the  social  costs.   This  can't  be  done 
under  governmental  standards  which  apply  to  all  producers.   If 
they  all  have  to  do  it,  then  they'll  all  have  to  bear  these 
costs. 

The  unfortunate  part  of  that,  of  course,  is  that  tends  to 
make  it  more  difficult  for  small,  poorly  financed  firms.   It 
tends  to  aid  the  whole  process  of  concentrating  industry.   This 
is  an  unfortunate  outcome  of  this  sort  of  thing.   But  we  have 
enormous  problems  here;  no  doubt  about  it. 

We  were  in  Japan  last  spring.   You  should  see  the  problems 
there.   Everything  we  talk  about  here  is  multiplied  again.   A 
land  mass  smaller  than  California  or  Montana,  with  140  million 
people  living  on  it,  and  where  they've  got  to  import  the  energy. 
They're  doing  remarkably  well,  all  things  considered.    But  some 
people  say  Japan  is  just  one  big  scrap  heap  or  garbage  heap. 
It's  not  that  bad,  but  the  problems  of  disposal  are  exceedingly 
difficult  for  them.  We  have  to  look  ahead  if  we  can,  somehow, 
and  try  to  avoid  some  of  these  things;  we  can  see  the  problems 
that  are  in  various  parts  of  the  world. 

Montana  is  a  wonderful  laboratory,  you  see,  and  so  are  the 
Dakotas  now.   These  have  been  great  areas  where  nature  still 
reigns  supreme,  so  to  speak,  where  there  are  large  wilderness 
areas  and  recreational  opportunities  that  are  now  being 
threatened. 

We're  very  sorry  ourselves  to  see  the  relaxation  of  the 
standards  with  respect  to  auto  emissions.  We  would  rather 
ourselves,  I  think- -my  wife  and  I  feel  very  strongly  about  this- 
see  us  cut  down  the  use  of  the  car  if  necessary.   You  can  see  it 
in  the  air  right  here,  looking  out  of  this  window  right  now. 

I  think  probably  this  is  enough  for  one  day.   Don't  you? 
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Nathan:   Yes.   I  think  you've  done  wonderfully. 
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III  TEACHING  AND  LEARNING 
[Interview  2:  February  7,  1975 ]## 
Value  Judgments  and  Experience 


Nathan:   Perhaps  we  can  start  thinking  about  you  and  your  earlier 
academic  era. 

Grether:   Before  I  discuss  my  graduate  period  of  study  and  the  beginnings 
of  my  teaching  and  research,  I'd  like  to  flash  back  just  a  bit 
again  into  my  family  history  and  then  make  an  application,  and 
underline  a  rather  fundamental  issue- -which,  incidentally,  I 
heard  discussed  by  Professor  George  Plimpton  Adams  in  a  course 
in  social  philosophy  when  I  was  a  graduate  student  here.   That 
is,  the  difference  between  value  judgment  and  value  established 
out  of  experience  and  those  established  merely  out  of 
intellectual  exercises  or  reading. 

As  I  recall,  Professor  Adams  said  there  was  a  dilemma  here. 
How  can  one  really  judge  others  without  having  the  same 
experiences?  On  the  other  hand,  if  one  has  the  same 
experiences,  one  is  apt  to  agree- -reach  the  same  value  judgment 
that  the  people  who  are  involved  had. 

This  to  me  is  rather  basic.   That  affects,  by  the  way, 
instructional  programs  and  approaches  in  teaching  and  all  sorts 
of  things.   But,  to  begin  with,  I  think  it  does  set  the 
character  and,  if  you  wish,  the  solidity  and  reality  of 
positions  that  people  take  with  respect  to  social  judgments  and 
political  judgments  also. 

I  noticed,  in  checking  back  over  the  history  of  my  family, 
that  my  grandfather,  for  example,  way  back  in  the  1870s  and 
1880s,  told  the  members  of  his  family  to  patronize  peddlers  when 
they  knocked  on  the  door,  if  at  all  possible,  because  they  were 
making  their  living  that  way. 
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Likewise,  I  noticed  a  rather  amusing  incident.   He  received 
a  circular  from  the  Children's  Aid  Society  of  New  York  City, 
asking  for  assistance.  He  replied,  sending  one  dollar,  and 
explained  he  wished  he  could  send  more ,  but  he  had  a  large  and 
growing  family,  and  his  dollar  income  was  $450  a  year.   In  two 
weeks  he  received  a  letter  from  this  organization,  enclosing  a 
draft  for  $50,  stating  that  they  thought  his  need  was  greater 
than  theirs.   [laughter]   I  suppose  you'd  call  that  casting 
bread  upon  the  waters.   To  me  it  indicates  something  I  noticed 
in  my  father  also- -that  people  who  were  in  the  midst  of  hardship 
situations  themselves,  or  were  in  close  contact  with  people  in 
hardship  situations,  have  very  strong  social  judgments. 

In  my  family,  I  recall  how  my  father  would  occasionally 
help  someone  out  of  our  very  limited  budget,  when  he  really 
couldn't  afford  it.   But  he  couldn't  resist  because  of  his 
understanding  of  the  nature  of  the  hardship  involved.   This 
raises  another  type  of  value  situation.  Among  the  letters  I 
have  received  from  my  father  (we  used  to  exchange  letters  a 
great  deal),  here's  a  quotation  from  a  letter  dated  February 
3rd,  1932: 

Our  churches  are  built  up  of  classes  of  people 
that  simply  don't  want  that  class  of  members.   The 
Ministerial  Alliance  is  made  up  entirely  of  the 
pastors  of  the  'respectable  churches'  of  the  better 
class.   The  pastors  of  the  'lower  classes'  soon 
quit  coming  after  they've  been  there  a  time  or  two. 
I  intend  to  hang  on  to  both,  with  all  the  grace  God 
will  give  me. 

In  other  words,  my  father  was  reacting  again  to  his  deep 
sympathy  for  the  not  so  privileged  members  of  the  community,  and 
also  reacting  somewhat  to  what  you  might  call,  I  suppose,  the 
pecking  order  existing  in  the  field  of  religion,  and  especially 
in  an  organized  sense. 

I  wanted  to  mention  this  for  another  reason.   Over  the 
years,  as  I  came  into  contact  with  people,  I  was  always 
instinctively  reacting  to  whether  I  thought  their  value 
judgments  were  real,  or  whether  they  were  political,  or  whether 
they  were  assumed,  or  whether  they  were  merely  intellectual,  or 
whatnot.   This  was  especially  true  when  I  came  into  working 
relationships  with  Earl  Warren  (which  we'll  discuss  later.). 

My  first  important  relationships  were  in  connection  with 
the  unemployment  problem  in  the  State  of  California  in  the  year 
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1949,  when  conditions  were  very  similar  to  what  they  are  now 
(1975].  My  instincts  told  me  that  Earl  Warren  was  reacting  not 
merely  to  a  political  and  economic  situation  in  general,  but  to 
a  firm  understanding  and  concern  for  what  this  meant  to  the 
individual  involved.  His  later  record  on  the  Supreme  Court 
suggests  that  my  instincts  were  correct.   His  whole  record  on 
the  Supreme  Court  suggested  to  me  that  somewhere  along  the  line 
he  had  had  crucial  experiences  that  made  these  things  real  to 
him,  and  they  were  not  merely  value  judgments  derived  from 
political  necessities  or  from  generalizations  he  had  accepted. 


Instruction.  Reality,  and  the  Case  System 


Grether:   This  runs  all  through  my  experience,  and  it  also  has  a  very 
important  aspect  for  the  kind  of  instruction  one  gives  in  a 
school  of  business  administration  and  any  other  professional 
type  of  school.   The  problem  is  how  to  relate  instruction  to  the 
basic  conditions  or  situations  involved.   In  the  schools  of 
business  (as  we  learn  later) ,  this  takes  the  form  of  the 
relative  stress  upon  the  so-called  case  system  and  how  the  case 
system  is  employed,  and  upon  normal  lecture  procedures  in  which 
principles  and  theories  and  models  and  so  on  are  used. 

The  Harvard  Business  School  was  the  leader  in  the 
development  of  this  so-called  case  system.   Some  people  think  of 
Berkeley  along  with  one  or  two  other  institutions  as  being 
somewhat  on  the  other  extremity.   Actually,  it's  not  true. 
During  my  period  as  dean,  we  tried  very  much  to  collect  local 
cases  for  instructional  purposes. 

But  there  is  a  very  important  issue  here.   When  I  was  dean, 
I  spent  several  days  at  Harvard  one  time,  visiting  classes  and 
watching  them  teach  the  case  system,  and  talking  to  the  case 
writers- -learning  just  the  nature  of  the  Harvard  approach.   Then 
I  went  immediately  to  the  Carnegie  Institute,  which  was  also 
doing  highly  innovative  things,  to  observe  especially  Herbert  A. 
Simon  in  action,  teaching  the  case  system.   Herbert  A.  Simon  was 
really  the  basis  upon  which  the  whole  Carnegie  program  was 
built,  because  he  was  almost  a  one-man  department- -such  breadth 
of  training  and  background  in  so  many  different  fields. 

After  I'd  watched  him  at  work  and  teaching  something  called 
the  case  system,  I  had  lunch  with  him,  and  I  said, "Now,  what 
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Nathan: 


Grether: 


you're  doing  here  is  so  different  from  what  I  observed  at 
Harvard.   In  Harvard  they  took  the  students  inside  the  business, 
so  to  speak,  vicariously.  The  students  were  expected  to  become 
business  executives  under  the  conditions  of  the  case,  and  then 
make  business  decisions.   You  were  standing  outside  something 
which  you  call  a  set  of  processes  and  looking  at  them,  trying  to 
find  if  there  were  principles  that  could  be  taught  to  students 
based  upon- -related  to  the  case." 

This  makes  a  very  decided  difference  in  the  nature  of 
instruction,  and  it  runs  through  much  of  our  whole  program  here, 
as  well  as  other  schools  of  business- -the  relative  reliance  upon 
what  you  may  call  giving  your  students  vicarious  business 
experience,  and  standing  outside  and  trying  to  relate  the  case 
to  a  broader  framework.   It's  very  basic,  as  we  shall  see,  in  my 
whole  approach. 

Do  you  care  to  say  which  approach  you  prefer,  if  you  do  have  a 
choice? 

I  prefer,  as  you'll  see,  to  relate  to  business  cases  (and  I  do 
it  all  the  time),  but  I  also  like  to  relate  to  a  body  of  theory. 
Always,  therefore,  in  my  early  years,  I  insisted  on  teaching 
both  economic  theory  and  marketing.   This  is  the  essence  of  my 
whole  approach,  in  contrast,  by  the  way,  to  some  members  of 
faculties  of  schools  of  business  who've  become  very  scornful  of 
economic  theory. 

The  trouble  with  the  vicarious  case  experience  is  that  it 
leads  away  from  generalization  and  principle.   It  leads  into 
what  you  might  call  sharpening  intuitive  judgments  (and  I  could 
talk  about  that  a  long  time,  but  perhaps  we'll  come  back  to  this 
later) ,  rather  than  into  the  development  of  principles  that  can 
be  enunciated  and  taught  and  tested. 

There  is  another  aspect  of  my  early  experience  that  I  think 
is  very  important  in  terms  of  my  later  interests.   I  mentioned 
last  time  that  I  worked  for  two  years  between  high  school  and 
college .   I  was  employed  by  a  lumber  and  supply  company  in  a 
small  community  of  only  five  or  six  thousand  people.   I  had  been 
offered  a  job  in  a  bank  owned  by  the  same  family  pretty  much, 
but  I  chose  the  lumber  and  supply  company  for  a  variety  of 
reasons.   The  lumber  and  supply  company  handled  lumber,  building 
materials,  cement,  hardware,  paints,  and  all  the  things 
necessary  for  building  purposes  in  a  small  community. 

Nathan:   Can  you  remember  the  name  of  the  company? 
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Grether:   Cunningham  Lumber  and  Supply  Company  of  Love land,  Colorado. 
Nathan:   And  you  chose  that  business? 

Grether:  Yes,  as  opposed  to  the  bank.   I've  often  wondered  what  would 
have  happened  if  I'd  chosen  the  bank.   As  a  matter  of  fact, 
during  the  county  fair  one  time ,  I  was  asked  to  sleep  in  an 
exposed  window  of  a  bank  with  a  gun  beside  me  to  protect  the 
bank  [laughter]  against  possible  bank  robbers. 

Nathan:   I've  never  heard  of  riding  shotgun  in  a  bank  window  before. 

Grether:   It  really  sounds  funny,  doesn't  it?  This  actually  happened.   ] 
don't  recall  whether  I  slept  or  not,  but  at  least  I  was  on 
display  on  a  cot  in  the  window  of  the  bank.   The  point  of 
telling  this  is  not  only  that  I  got  good,  all-around  business 
experience,  but  I  kept  the  books,  and  I  even  got  to  the  point 
where  I  could  make  estimates  as  to  requirements  in  building 
barns  or  houses  or  whatnot.   I  was  a  salesman.   I  had  the  full 
experience. 


Observing  Price  Conspiracy 


Grether:   I  observed  something  that  I  didn't  understand  quite  at  the  time, 
which  has  been  the  center  of  much  of  my  interests  all  of  my 
life.  I  noticed  that  my  employer  and  the  other  two  competitors 
in  the  community  would  meet  and  discuss  prices.   I  noticed  also 
that  they  had  uniform  price  lists,  which  they  published.   Each 
company  had  the  same  price  lists.   I  even  noticed  that,  when  we 
made  estimates,  say  for  a  farmer  who  wanted  to  build  a  barn,  and 
he  went  around  from  yard  to  yard  to  compare  prices ,  that 
sometimes  I'd  hear  telephone  conversations:   "Don't  you  think 
it's  my  turn  now?  Suppose  I  shoot  at  $150  this  time?"   In  other 
words,  what  I  was  witnessing  as  a  youngster  (and  I  was  age 
seventeen  to  nineteen)  was  what  I  recognize  nowadays  as  a 
classical  price  conspiracy  in  a  local  community.   I'm  sure  there 
are  many,  many  thousands  of  these  going  on  all  the  time  in  the 
case  of  small  business. 

Later  on,  of  course,  I  became  familiar  with  these  in  a 
different  context- -for  example,  in  recent  years,  the  electrical 
conspiracy  cases.   Now,  I  mention  this  because  I  think  this 
undoubtedly  gave  me  a  basis  of  experience  for  being  alerted  to 
the  way  in  which  competition  actually  worked,  as  I  became  a 
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student  of  marketing  and  competition  in  policy  in  the  United 
States. 

Another  aspect  of  it  was  even  more  interesting.  My 
employer  and  I  sang  in  the  same  church  choir- -United 
Presbyterian  Church.  He  was  undoubtedly  in  every  respect  a  very 
fine  man  and  good  citizen,  as  was  his  father,  who  was  very 
prominent  in  the  same  church.   He  saw  no  difficulty  at  all, 
apparently,  in  this  type  of  action  and  his  expressed  belief  as  a 
member  of  a  church,  in  this  case  the  United  Presbyterian  Church. 


Rationalization 


Grether:   In  fact,  I  asked  him  about  it  one  time.   I  said,  "Why  do  you  do 
this,  John?"  We  became  very  well  acquainted,  so  we  could  talk 
frankly.   He  said,  "Well,  so  we  can  give  better  service  to  our 
customers."  I  said,  "But  I've  noticed  you've  dropped  delivery 
service.   People  have  to  come  in  with  their  own  trucks  or  wagons 
or  whatnot  to  pick  up  the  lumber."  He  said,  "Well,  so  we  can 
give  better  quality."   I  can't  judge  whether  it  really  affected 
the  quality  of  the  products  sold. 

This  type  of  rationalization  runs  right  through  the  history 
of  price  conspiracy  in  this  country.   For  some  reason, 
responsible  citizens  are  able  to  rationalize  this  type  of 
violation  of  the  law  in  contrast  with  other  types. 

For  example,  I  had  some  connection  with  the  local  utility 
industry  in  the  defense,  under  the  electrical  cases,  and  was 
talking  one  time  to  a  leading  lawyer  in  New  York  City.   He  gave 
me  the  example  of  the  Episcopalian  vestryman  who  was  charged  in 
this  case,  and  I  guess  he  was  also  found  guilty.   His 
rationalization  was  something  as  follows: 

Suppose  you  were  driving  down  the  street  and  you  saw  a  car 
hit  a  child  in  front  of  you.   Suppose  you  picked  up  the  child 
and  started  taking  it  to  the  hospital.   Wouldn't  you  run  through 
the  red  lights  to  get  there  as  quickly  as  possible  to  try  to 
save  the  child's  life?  His  rationalization  was  that  by  holding 
prices  up  in  the  price  agreement,  they  saved  the  lives  of  small 
competitors  who  otherwise  would  have  been  out  of  business. 
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It  seems  an  unbelievable  rationalization,  but  I  think  it 
was  probably  true.   People  are  able  to  develop  this  sort  of 
rationalization.   It's  a  very  difficult  problem,  however,  to 
have  people  take  the  same  position  with  respect  to  this  type  of 
behavior  as  with  respect  to  other  types  of  behavior.  Over  the 
years  now,  I've  had  a  great  deal  of  experience,  both  in  the 
government  side  and  the  private  side,  in  connection  with  these 
types  of  cases .  This  has  been  a  phenomenon  of  very  great 
interest  (we'll  get  into  some  of  this  a  little  later). 

Nathan:   Are  you  suggesting  that  at  some  level  these  individuals  knew 
they  were  breaking  the  law? 

Grether:   In  some  cases,  yes,  I'm  sure;  in  some  cases,  perhaps  not.   But 
in  all  cases  I  think  they  are  able  to  find  reasons,  either  in 
the  survival  of  their  own  companies  or  in  competitors  or  in  some 
other- -well,  let's  jump  ahead  just  a  bit. 

At  the  time  of  the  electrical  cases,  I  remember  bringing 
the  antitrust  counsel  of  one  of  the  companies  involved  to  my 
seminar  in  Berkeley  (his  name  was  T.  J.  Kerr;  his  company  was 
the  Westinghouse  Company,  and  he's  no  longer  with  it),  and  he 
discussed  the  whole  thing  very  frankly. 

I  had  at  that  time  a  research  assistant  from  the  Law 
School,  and  I  recall  the  question  he  asked  the  lawyer.   He  said, 
"Is  it  possible  that  you  kept  your  executives  in  the  various 
profit  centers  under  such  high  profit  requirements  that  they're 
almost  forced  to  conspire?"  This  was  denied.   But  this  could  be 
one  rationalization:   the  company  expects  us  to  make  a  certain 
amount  of  money;  we're  almost  forced,  therefore,  to  be  less 
competitive  or  even  perhaps  to  work  with  our  competitors. 

Going  back  to  this  little  situation  in  Colorado,  I  learned 
something  there  also,  and  that  is  that  this  didn't  pay.   The 
buyers  of  lumber  and  lumber  supplies  soon  discovered  this,  or  at 
least  were  suspicious  of  it,  so  they'd  go  twelve  miles  to  Fort 
Collins  or  twenty- two  miles  to  Greeley.   In  other  words,  there 
are  limits  to  what  can  happen  in  this  type  of  arrangement,  and 
this  has  been  a  very  important  aspect.   That  is,  often  they  are 
very  unstable,  unless  they  have  a  legal  basis  in  cartel  types  of 
laws  (which  are  prohibited  in  this  country,  fortunately). 

I  might  jump  ahead  a  bit.   My  feeling  is  that  OPEC  will  at 
some  point  find  they've  made  a  mistake  —  that  they  have  raised 
prices  on  crude  oil  too  high  and  too  quickly,  and  that  this  will 
have  a  repercussion  eventually.   I  won't  predict  just  when  or 
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how,  but  I'm  sure  it'll  have  a  repercussion.   This  is  a  serious 
blunder  in  terms  of  the  long-run  interests  of  the  Arabian 
countries . 

On  this  background,  I'd  like  to  look  briefly  into  my  period 
of  graduate  studies,  and  then  into  decisions  as  to  the  courses 
which  I  taught. 


Ir«  Cross's  Trainina  for  Teachine 


Grether:  When  I  came  to  Berkeley,  as  mentioned  last  time,  I  was  a 

teaching  fellow  for  Ira  B.  Cross  (and  I  indicated  something 
about  him  already) .   Ira  Cross  was  probably  the  most  important 
influence  upon  me,  chiefly  because  I  was  working  so  closely  with 
him.   In  fact,  during  the  second  year  I  was  his  so-called  head 
teaching  fellow,  and  I  had  to  take  charge  of  the  administrative 
aspects  of  his  whole  teaching  program. 

Ira  Cross  would  meet  with  his  teaching  fellows  every 
Saturday  morning,  and  he'd  go  over  the  succeeding  week's  work-- 
his  lecture  plans,  the  reading  materials- -and  try  to  guarantee 
that  the  teaching  fellows  be  prepared  to  go  into  their 
discussion  sections.   The  procedure  was  that  he  would  lecture 
twice  a  week  to  wheeler  Auditorium  entirely  filled,  and  then  the 
students  would  meet  in  small  sections  of  twenty  or  twenty- five 
for  discussion  with  the  teaching  fellows. 

Ira  Cross  took  this  very  seriously.   In  fact,  he  probably, 
over  the  years,  trained  more  good  teachers  for  universities  in 
this  very  carefully  planned  procedure  than  anyone  in  the  United 
States.   I  think  all  of  us  who  worked  for  him  developed  a  high 
admiration  for  the  quality  of  what  he  was  doing  there. 

I  could  talk  a  long  time  about  this  because  there  were  so 
many  interesting  aspects.   One  thing  I  would  like  to  mention: 
at  the  end  of  each  term,  Ira  asked  the  students  to  write 
anonymous  criticisms  of  him  and  of  the  teaching  fellows.   Then 
he  had  the  habit  of  calling  us  into  the  big  bullpen  office  in 
South  Hall  and  reading  these  to  us  out  loud  in  front  of  the 
whole  office.   [laughter]   You  can  imagine  the  psychological 
effect  of  sitting  there  beside  Ira  while  he  was  reading  what  the 
students  said  about  all  of  us. 
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Actually,  this  was  a  very  healthy  sort  of  thing.   It  was  a 
bit  cruel ,  perhaps ,  but  I  always  did  this  for  years ;  I  would  ask 
students  for  anonymous  criticisms.   In  fact,  I  can  still  find 
some  in  the  files ,  and  they  were  often  very  helpful ,  sometimes 
very  amusing.  Ve  won't  go  into  that  now,  but  this  is  again  one 
of  the  things  we  learned  from  Ira;  that  is,  you  should,  if  you 
are  a  good  teacher,  be  able  to  communicate  in  such  a  manner  to 
the  students  that  they  understand  that  you  are  making  sense,  and 
that  also  they  find  it  interesting.   In  fact,  he  kept 
reiterating,  "You're  supposed  to  keep  the  students  awake,  if 
nothing  else."   [laughter]   If  they  go  to  sleep  in  your  class, 
it's  a  very  bad  sign. 

Nathan:   May  I  just  ask  if,  to  your  knowledge,  other  professors  took  this 
kind  of  care  and  preparation  of  their  fellows? 

Grether:   I  don't  think  so.   In  fact,  I  think  it's  been  a  great  weakness 
of  our  whole  system  of  using  teaching  assistants- -that  they 
haven't  had  this  kind  of  supervision.   Ira  Cross  should  have 
been  given  reduced  teaching  instruction  for  the  kind  of  time  he 
spent  working  with  all  of  us.   I  assume  this  was  just  an  extra 
burden  so  far  as  he  was  concerned. 

When  I  finally  joined  the  faculty,  I  had  an  experience  that 
relates  to  this.  My  first  independent  class  was  in  11  Wheeler; 
it  was  a  beginning  class  in  marketing,  at  3  o'clock  in  the 
afternoon.   There  were  75  more  people  than  could  be  seated,  so 
the  room  was  completely  filled.   I'd  like  to  think  now  that  what 
happened  is  related  somewhat  to  the  stuffiness  of  the  room,  and 
not  to  my  efforts  as  a  lecturer.   I'd  gotten  about  two -thirds 
through  my  first  lecture,  when  I  noticed  some  heads  nodding,  and 
I  recalled  Ira's  injunction,  "If  they  go  to  sleep,  there's 
something  wrong  with  your  instruction." 

Then  I  had  a  bright  idea.   I  stopped,  and  I  said,  "You 
know,  I  read  in  the  Berkeley  Gazette  last  night  that  it's  a 
misdemeanor  in  Berkeley  for  more  than  five  people  to  sleep  in 
the  same  room,  under  the  Berkeley  City  Ordinances."   From  then 
on,  I  was  in.   [laughter]   The  tension  was  relaxed,  and  from 
then  on  I  think  we  had  a  very  good  relationship  with  students  in 
the  class. 

I  do  believe  strongly  that  if  a  man  is  interested  in  his 
subject  and  takes  the  trouble  to  prepare  a  lecture  and  has  some 
enthusiasm  about  what  he's  doing,  that  this  communicates  to 
students  and  there  are  no  problems  of  this  sort. 
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Influence  of  Jessica  Peixotto  and  George  Plimpton  Adams 


Grether:  Among  the  other  people  to  whom  I  am  especially  indebted,  I  think 
number  one  would  be  Jessica  Blanche  Peixotto.  Working  with 
Jessica  was  an  unusual  experience  for  me.   In  the  first  place,  I 
think  she  was  probably  the  first  woman  instructor  I'd  had.  And, 
incidentally  (in  view  of  the  current  conditions),  for  years 
economics  departments  had  women- -in  fact,  more  women  on  the 
faculty  than  they  have  now.  They  were  very  able  women.  The 
last  was  Emily  Huntington,  who  is  still  living  in  Berkeley.   She 
was  one  of  those  in  the  line  of  descent  from  Jessica  Peixotto. 

Dr.  Peixotto  was  in  the  field,  so-called,  of  social 
economics.   My  wife  and  I  both  took  work  with  her  (when  I  say  my 
wife,  she  was  then  Carrie  Maclay) .   She  had  a  course  called 
"Socialism  and  Social  Reform"  at  the  undergraduate  level,  and 
then  a  seminar  we  took  in  the  second  year  in  the  field  of  so- 
called  social  economics. 

She  was  an  exceedingly  charming,  engaging,  and  lively 
person- -a  very  stimulating  person  in  all  respects.   She  had  the 
habit,  too,  of  asking  students  over  to  her  apartment  in  Cloyne 
Court ,  so  we  would  see  her  and  have  tea  with  her  and  whatnot 
outside  of  class.   In  other  words,  she  was  really  a  true 
teacher -type. 

She  was  an  experience  for  someone  like  myself,  because  she 
was  a  woman  who  had  traveled  a  great  deal.   She  had  clearly  come 
from  a  background  of  affluence,  and  she  was  a  good  example  of 
what  I  would  call  social  values  and  social  value  judgments 
achieved  intellectually.   In  her  instruction  she  would  enliven 
the  class  by  passing  around  pictures  of  many  people,  because  she 
knew  them  all;  she'd  met  them  all  in  Europe  and  so  on.   She  had 
an  enormous  acquaintanceship  with  people  in  the  field  of  social 
reform  and  socialism  and  so  on.   This  made  the  instruction  very, 
very  interesting  to  all  of  us. 

At  the  same  time,  I  didn't  feel  that  I  was  on  what  you 
might  call  the  hard-core  level.  That  is,  she  was  not  speaking 
from  personal  experience,  but  in  terms  of  judgments  she'd 
established  from  reading  a  very  wide  literature  and  knowing  a 
large  number  of  people . 

Another  person  who  was  very  influential  during  this  period 
was  George  Plimpton  Adams,  who  gave  a  year's  course  called 
"Social  Philosophy,"  which  I  took  during  my  first  year.   It  so 
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happened  that  this  fit  in  very  nicely  to  the  work  with  Jessica 
Peixotto,  and  between  the  two  of  them  I  was  able  to  develop  a 
background  that  related  to  some  work  I'd  taken  in  the  field  of 
philosophy,  in  socialism  and  social  origins,  at  the  University 
of  Nebraska.   So  I  was  building  on  top  of  a  platform  that  1  had 
already  laid  down  to  some  extent. 

I  mention  all  of  this  because  it  affected  the  choice  of  my 
thesis  subject,  and  later  on  I  think  affected  my  judgment  as  to 
what  1  wished  to  do. 


Hobson  and  Welfare  Economics 


Grether:  My  master's  thesis  was  called  "The  Economics  of  John  Atkinson 

Hobson:   An  Analysis  and  an  Attempt  at  Classification."  Now,  in 
Jessica  Peixotto 's  work,  she  had  developed  a  very  elaborate 
classification  of  writers  in  the  field  of  social  reform  and 
socialism.   1  discovered  in  the  basement  of  my  home  a  few  days 
ago  a  set  of  her  lecture  notes;  I  can  still  produce  that  if 
necessary.   I  also  discovered  a  beautiful  set  of  notes  1  took  in 
Professor  Adams's  class. 

Nathan:    I  think  those  would  be  excellent  to  have  for  deposit,  if 
possible . 

Grether:   I'd  love  to  do  that,  because  they  are  in  good  shape.   I'm  sure 
Jessica  must  have  suggested  the  idea  of  writing  on  Hobson, 
because  he  had  been  in  Berkeley,  she  knew  him,  and  he  didn't 
quite  fit  into  her  classification.   So  the  problem  was,  what  do 
you  do  with  a  fellow  like  John  Hobson,  who  was  an  economist,  a 
journalist,  and  apparently  some  kind  of  a  socialist,  but  yet  an 
economist?  He  was  not  a  Marxian.   How  do  you  classify  a  man 
like  this?  This  was  not  an  easy  problem,  because  he  was  a 
voluminous  writer.   (By  the  way,  later  on  I  got  to  meet  him  in 
London,  in  1933,  after  I'd  done  this  work.) 

It  was  possible  for  me  to  relate  my  analysis  to  my  work 
both  with  Professor  Adams  and  with  Dr.  Peixotto.   Incidentally, 
I  think  Ira  Cross  was  involved- -no,  Professor  Plehn,  for  some 
reason,  was  chairman  of  the  committee;  I  don't  know  why. 

Later  on,  my  doctor's  dissertation  was  a  follow-up  of  this. 
I  have  a  copy  of  the  program  for  the  public  examination  here. 
Now  the  topic  of  the  thesis  was  "The  Economics  of  John  A. 
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Nathan: 


Grether: 


Hobson:  A  Study  in  Welfare  Economics."  At  that  time,  as  has 
been  true  over  the  years,  there  was  a  growing  body  of  material 
and  of  writing  in  the  field  of  so-called  welfare  economics.   I 
tried  again  to  look  at  Hobson  in  relationship  to  this  growing 
body  of  writing,  and  also  to  his  relationship  with  socialist 
literature,  especially  Marxianism  on  the  one  hand  and  the 
established  body  of  economic  writing  on  the  other. 


Could  you  say  a  few  words  about  welfare  economics? 
term  that  is  currently  in  use,  or  is  it? 


It  isn't  a 


Yes,  yes.  There  are  people  who  are  considered  to  be  welfare 
economists  who  have  done  a  great  deal  of  writing.   At  that  time, 
Hobson  was  clearly  in  this  field,  but  also  A.  C.  Pigou  in 
England,  for  example.   There's  a  large  volume  under  this  title. 
I  have  not  kept  up  with  all  the  literature  in  welfare  economics 
since  that  time. 

What  really  was  going  on  here  was  that  Hobson  represented 
the  unhappiness  of  many  people  with  so-called  established  or 
classic  or  neo-classic  economics.   He  had  never  held  a  regular 
academic  post  (he'd  had  short-term  academic  posts)  because  he 
was  considered  to  be  off  the  main  stream  of  economics.  Yet  some 
of  his  ideas  have  been  brought  into  the  main  stream  since. 

For  example,  he  had  an  over-saving  and  under -consumption 
type  of  an  analysis  which  became  embedded  in  Keynesian  analysis 
eventually.   He  had  a  lot  of  interesting  ideas  in  the  field  of 
consumption.   In  fact,  he  stressed  consumption  equally  with 
production  in  terms  of  his  analysis,  but  he  was  very  unhappy 
with  what  you  may  call  the  pecuniary  evaluations  or  money 
evaluations  of  accepted  economics. 

He  devolved  what  he  called  the  standard  of  organic  welfare, 
which  I  could  discuss  at  length,  but  it  really  isn't  necessary 
because  I've  written  an  essay  in  which  all  this  is  developed  at 
length,  and  which  appears,  incidentally,  in  this  volume  of 
essays  in  social  economics  in  honor  of  Jessica  Blanche  Peixotto. 
I  had  the  honor  of  being  chairman  of  the  committee  that  produced 
the  volume,  when  she  was  still  alive.   I  have  a  copy  at  home; 
this  one  she  endorsed  to  me  with  appreciation  for  the  volume, 
"To  you  first.  Jessica  Peixotto." 

I  have  an  essay  in  this  volume  that  discusses  Hobson  in  the 
perspective  of  his  intellectual  forebears,  especially  John 
Ruskin.   This  whole  idea  of  a  standard  of  organic  welfare,  where 
he  tries  to  get  past  pecuniary  types  of  measures  into  what  he 
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Nathan: 


Grether: 


calls  real  life- -he  distinguished  between  wealth  and  illth;  a 
lot  of  what  we  call  wealth  may  really  be  illth.  All  this,  as 
you  look  back  upon  it  now  (I  won't  discuss  it  at  length),  has  a 
very  modern  ring,  because  this  is  exactly  what  is  going  on  now 
in  the  world.   I  wish  I  had  time;  maybe  I  could  find  time  to  do 
an  essay  about  Hobson  again,  to  point  out  how  he  now  would  be  a 
leader.  He's  right  on  the  beam,  so  to  speak,  in  terms  of 
current  developments.   For  example,  there  is  all  this  discussion 
of  social  indicators.   Big  corporations  now  are  expected  to 
demonstrate  that  they're  doing  more  than  making  profits,  that 
they're  contributing  in  some  way  on  the  social  side.   All  of 
this  has  a  basis  here  in  Hobson' s  type  of  approach. 

Another  important  thing  is  that  Hobson  was  also  critical  of 
Marxianism,  except  in  one  respect.   His  theory  of  economic 
crises  has  some  kinship  with  Marxianism,  but  he  didn't  go  the 
whole  way.   He  was  kind  of  a  maverick  in  between  established 
economics  and  the  established  Marxian  type  of  analysis. 

When  we  saw  him  in  1933  in  London  in  his  home,  we  found  him 
most  charming,  and  I  was  able  to  ask  him  a  lot  of  questions 
about  himself.   The  thing  I  recall  most  was  his  saying,  with 
quiet  confidence  and  a  smile,  "When  people  have  agreed  with  me, 
they  were  always  right"   [laughter] - -that  is,  supreme  confidence 
that  his  analysis  was  the  appropriate  way  to  look  at  things.   He 
has  written  so  much  that  it  would  be  an  enormous  job  to  try  to 
interpret  it,  but  it's  available  in  these  two  theses  and  also  in 
this  essay. 

May  I  ask  whether  your  impression  of  him  was  that  he  came  to 
these  conclusions  through  intellectual  exercise  or  from  the 
experience  base? 

I  think  his  was  largely  intellectual  also,  although  he  had  some 
contacts.   I  felt  he  was  closest  to  what  you  might  call  the 
Fabian  Socialists  in  England,  compared  to  any  other  group.   He 
was  a  moderate,  but  also  a  very  bitter  critic  of  industrial 
society,  and  this  comes  from  John  Ruskin.   If  people  nowadays 
think  they  are  being  bitter  critics,  they  should  read  John 
Ruskin.   I  have  a  whole  set  of  Ruskin  at  home;  I  acquired  it 
because  of  my  interest  in  Hobson. 

Also,  it's  curious  in  looking  at  this  that  Ruskin  stemmed 
from  Carlyle,  and  Carlyle  was  an  aristocrat,  as  was  Ruskin. 
Ruskin  came  from  a  family  also  with  strong  theological 
interests.   Carlyle  also  was  a  man  of  wealth,  and  developed  this 
leadership  type  of  approach. 
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Hobson  did  not  go  along  with  this  aspect,  by  the  way. 
Hobson  was  interested  in  the  democratic  processes .   In  my 
criticism  of  Hobson,  I  think  he  made  one  mistake  (at  least  from 
my  point  of  view),  and  it's  rather  basic,  which  is  based  upon 
Ruskin.   His  whole  standard  of  organic  welfare,  which  is  pushing 
a  biological  simile,  led  him,  from  my  point  of  view,  at  least, 
to  over -emphasize  the  whole.   That  is,  he  developed  a  concept, 
for  example,  of  a  social  will,  a  general  will;  he  kind  of 
idealized  the  social  whole  for  society,  and  in  the  process 
tended  to  some  extent  to  sublimate  the  individual. 

In  my  essay  I  criticize  him  for  this,  because  I  felt  that 
this  was  dangerous.   Actually,  it  turned  out  that  way,  because 
this  is  what  Nazism  did,  too,  and  this  worries  me  a  great  deal 
about  some  things  now.   The  same  thing  is  happening- -the 
tendency  to  glorify  society  as  opposed  to  the  individual.  Many 
people  are  doing  this  now,  and  I  think  they  aren't  aware  of  the 
risks  involved  in  terms  of  over -emphasis. 

In  fact  (I  hadn't  thought  about  this  for  years),  this  whole 
issue  occurred  in  my  work  with  George  Adams,  and  I  do  recall  now 
very  vividly.   (By  they  way,  Adams  had  a  very  shrill  voice,  and 
he'd  occasionally  become  very  excited  over  ideas.)   One  day  he 
went  to  the  blackboard  and  wrote,  "A  +  B  +  C  +  D  -  X. "   In  other 
words,  the  sum  of  the  parts  equals  the  total,  X.   And  then  his 
voice  rose  to  a  very  shrill  peak  [imitating  Adams's  voice],  "But 
sometimes  it  does  not  equal  X."  Then  he  gave  a  very  nice 
analysis  of  how  there's  something  in  the  relations  and 
relatedness  between  the  parts  that  you  can't  catch  in  the 
additive  process.   The  total  or  the  whole  may  be  something 
different  from  the  sum  of  its  parts. 


Svnergism 


Grether:  This  is  something  that  has  run  through  my  thinking  all  the  time. 
In  fact,  I  have  in  the  file  down  there  a  collection  of  materials 
in  the  area  of  so-called  synergism,  in  which  I  hope  still  to  do 
some  writing.   One  of  the  rationalizations  during  the  period  of 
the  rapid  stock  rise  until  the  recent  crash- -which  tended  to 
push  the  values  of  some  securities  very  high,  especially  of  the 
so-called  conglomerates --was  the  belief  that  they  had  some  sort 
of  mysterious  alchemy;  when  you  added  corporations  together, 
something  happened  to  magnify  the  total  value,  which  was  not 
additive.   The  slogan  was  2-1-2-5,  not  2  +  2-4.   And,  in 
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that  connection,  the  writers  in  trade  periodicals,  and  to  some 
extent  the  academic  writers,  used  the  concept  of  synergism. 

I  became  interested  in  this  .   Once  I  got  in  my  more 
leisurely  state,  I  sent  out  letters  to  a  lot  of  the  people  using 
this  concept  and  asked  them  to  indicate  where  they  first  picked 
it  up,  realizing  that  it  acted  as  a  throwback  to  what  I  had 
heard  as  a  graduate  student  in  Professor  Adams's  course  in 
social  philosophy,  although  he  did  not  use  the  term  "synergism." 
But  it  was  an  old  concept. 

I  have  in  my  files,  I  think,  an  explanation.   It's  very 
amusing.   Perhaps  this  is  not  the  place  for  it,  but  it  might 
just  as  well  go  in,  since  it's  a  spur  of  the  moment 
recollection.   Professor  J.  F.  Weston  of  UCLA,  who  was  one  of 
the  users,  said  it  happened  as  follows.   (Then  I've  traced  this 
out,  and  I  think  he  and  Eiger  Ansoff  were  the  source  of 
introducing  this  into  the  academic  literature.) 

It  happened  as  follows:   For  a  number  of  years,  Professors 
Weston  and  Ansoff  were  employed  by  the  Lockheed  Corporation  on  a 
consulting  project  to  see  if  they  couldn't  find  a  way  of 
developing  a  plan  for  getting  Lockheed  into  civilian  types  of 
markets  as  well  as  the  defense  market,  since  Lockheed  was  pretty 
well  confined  to  the  defense  market. 


Grether:   As  I  was  saying,  I  have  a  letter  in  my  file  from 

Professor  Weston,  dated  May  4,  1970,  and  he  explains  that  while 
he  and  Ansoff  were  doing  this  consulting  work  for  the  Lockheed 
Company,  they  went  out  for  lunch  one  day  to  a  restaurant  bar  on 
Ventura  Boulevard.   There  was  a  little  placard  on  the  table 
reading,  "If  you  add  Irish  whisky  to  coffee,  the  result  will  be 
a  wonderful  synergy."  They  had  never  heard  the  word  before  (so 
they  say).   They  went  back  and  looked  it  up  and  said,  "My 
goodness,  that's  what  we're  supposed  to  be  doing  for  Lockheed." 
Presumably  the  results  were  not  too  successful,  in  view  of  the 
record  of  Lockheed  since  then.   [laughing] 

Since  then,  I've  made  it  a  point  to  check  it  out  in  various 
ways.   The  concept  was  originally  theological-  -synergism  as 
opposed  to  monergism.  There's  something  in  the  relationship 
between  the  human  will  and  the  holy  spirit  that  was  supposed  to 
produce  a  synergistic  result. 
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I  discovered  also,  in  talking  to  friends  in  the  other 
disciplines,  that  this  concept  is  used  freely.   For  instance,  in 
metallurgy  you  put  various  metals  together,  and  the  result  is 
something  stronger  than  any  one  of  them  separately.   It  has 
applications  in  chemistry  in  a  mixture  of  chemicals.   It  has 
application  in  the  field  of  pharmacology  in  a  mixture  of  drugs. 

It's  worth  noting  that  there  can  be  negative  synergism.   If 
one  mixes  alcohol  and  barbiturates,  it  can  be  a  very  destructive 
result.   I  mention  this  because  I  think  a  lot  of  so-called 
synergism  in  business  was  negative  synergism,  and  the  record  of 
the  conglomerates  proved  this- -that  putting  firms  together 
didn't  necessarily  prove  that  they  had  some  mysterious  alchemy, 
as  the  public  assumed.   In  fact,  it  was  often  to  the  contrary. 
We'll  look  into  that  a  little  later  also. 

As  far  as  I  can  tell,  this  was  the  way  the  concept  of 
synergy  got  into  the  management  and  economics  literature. 


Thesis  Defense  and  Ph.D.  Requirements  (1924) 


Gr ether: 
Nathan: 

Grether: 

Nathan: 
Grether: 

Nathan: 
Grether: 


To  return  now  to  my  graduate  period,  I  worked,  of  course,  with 
other  people. 

Also,  if  you  happen  to  think  of  the  other  teaching  fellows --if 
any  of  them  were  people  you  wanted  to  mention,  in  addition  to 
your  colleagues- -this  can  go  in  later. 


I'd  like  to  think  about  that  a  little  later,  yes. 
were  some  very  interesting  people. 

And  possibly  any  students? 


But  there 


Yes,  yes;  that's  right.   For  example,  they  or  anyone  else  could 
attend  the  final  Ph.D.  examination  on  my  thesis,  because  these 
finals  were  open  to  the  public  during  this  period. 

I  wondered  about  that. 

You  made  a  public  defense  of  your  thesis.   I  think  it's  a  very 
nice  custom.   I  notice  here  that  the  members  of  the  committee 
were  Professor  Cross;  Dr.  William  Yandell  Elliot,  who  had  just 
arrived  in  the  Political  Science  Department  and  who  later  went 
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to  Harvard;  Professor  Raymond  Garfield  Gettell;  Professor  Carl 
C.  Plehn;  and  then  Associate  Professor  Frederick  John  Teggart. 

I  might  say  that  Teggart 's  presence  on  this  first  examining 
committee  was  intended  to  be  a  frightening  symbol,  because  he 
was  supposed  to  be  the  most  terrible  examiner  on  the  campus, 
partly  because  he  reigned  so  godly.  He  was  also  a  kind  of  a 
one-man  department.   In  fact,  they  had  to  give  him  his 
Department  of  Social  Institutions  eventually  because  he  couldn't 
be  confined  to  history  or  political  science  or  any  other  place. 
He  was  the  predecessor  of  sociology,  but  he  detested  the  term 
sociology.  By  the  way,  Jessica  Peixotto  was  also  a  predecessor 
of  both  sociology  and  social  welfare.   Her  field  of  social 
economics  had  within  it  elements  of  sociology  and  also  some  of 
the  work  in  social  welfare,  which  now  are  great  fields  of 
specialization  on  the  campus. 

The  requirements  for  the  Ph.D.  at  that  time  were  much 
higher  than  they  are  now.   It's  a  curious  phenomenon.   You 
needed  two  languages,  you  had  to  have  three  fields  for  all 
students  and  three  other  fields  within  the  department,  and  then 
a  minor.   (My  minor  was  political  theory,  for  example.)   One 
wonders  how  in  the  world  the  students  could  be  expected  to 
encompass  all  this,  except  that  the  literature  was  not  nearly  as 
large . 

Another  thing  was  different  (and  it's  almost  a  shame, 
looking  back  upon  it) :   there  was  no  requirement  for  statistical 
or  quantitative  mathematical  preparation.   This  has  been  the  big 
gap  in  my  whole  tool  kit.  That  is,  I  have  had  a  very  good 
background  in  what  you  may  call  reading  the  qualitative 
literature,  but  I  have  never  had  adequate  training  in 
mathematics,  and  so  much  of  literature  nowadays  is  mathematical. 
It's  been  a  real  lack. 

To  go  back  to  what  all  this  adds  up  to,  in  my  work  on 
Hobson  I  was  attracted  by  the  fact  that  much  of  his  type  of 
analysis  needs  the  underpinning  of  better  knowledge  of  the 
market  processes  and  the  market  forces.   His  whole  work  in  the 
field  of  consumption  pointed  definitely  in  that  direction,  as 
well  as  in  the  field  of  production.   Also,  a  much  better 
knowledge  in  relation  to  crises  in  economics  seemed  necessary. 
This  was,  therefore,  high  on  my  scheme  of  priorities. 
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IV  UNIVERSITY  OF  CALIFORNIA,  BERKELEY: 
RESEARCH  (1924) 


CHOICES  IN  TEACHING  AND 


Marketing  and  Economic  Theory 


Grether:   When  I  was  asked  by  Professor  Hatfield,  who  was  chairman  that 

year  of  the  Department  of  Economics,  if  I  would  like  to  join  the 
department  the  following  year  and  I  indicated  a  willingness,  he 
asked  me  what  I'd  like  to  teach.   Much  to  his  surprise  I 
suggested  I  would  like  to  teach  a  combination  of  marketing  and 
economic  theory.   This  surprised  him  because  at  that  moment  the 
course  in  marketing  was  not  even  being  taught;  it  was  open. 

The  College  of  Commerce,  like  other  institutions  in  this 
country,  had  been  groping  in  efforts  to  try  to  develop  a  proper 
curriculum  for  people  going  into  business  (or  commerce,  if  you 
wish) .   It  so  happened  that  beginning  in  the  first  decade  of  the 
century,  a  number  of  institutions  started  giving  work  under  the 
banner,  so-called,  of  marketing. 

In  Berkeley,  Simon  E.  Litman  was  the  first  person  to  teach 
in  this  field.   He  had  a  European  background,  including  original 
training  in  Russia,  and  a  great  deal  of  business  experience.   I 
have  in  my  files  a  statement  about  the  courses  that  he  gave, 
beginning  in  the  early  1900s.   In  fact,  I  wrote  a  little  note 
about  him  for  the  Journal  of  Marketing  one  time ,  and  I  have  his 
picture  around  somewhere.   He  was  one  of  the  few  pioneers  in 
this  country  who  began  work  in  this  field  that  now  is  a  well- 
established  aspect  of  the  programs  of  schools  of  business. 

He  left  to  go  to  the  University  of  Illinois  after  a  few 
years,  and  from  then  on  the  department  had  trouble  filling  that 
particular  spot. 

Nathan:   This  was  in  marketing? 
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Grether:   The  marketing  area.   At  the  time  I  suggested  this  to 

Professor  Hatfield,  he  was  surprised.   I  said,  "I  want  to  do 
this  because  I  feel  I  would  like  to  force  myself  to  become 
better  acquainted  with  what  really  goes  on  in  markets  and 
marketing,  realistically  and  empirically."  In  other  words,  my 
interest  was  really  to  try  to  relate  my  work  in  economic  theory 
more  definitely  to  the  facts  and  relationships  in  markets.   This 
was  not  unusual ,  by  the  way . 


Interest  in  the  Market  Mechanism 


Grether:   Eventually  I  became  very  well  acquainted  with  a  very  good 

friend,  Edwin  G.  Nourse,  who  was  the  first  president  of  the 
first  Council  of  Economic  Advisors  under  President  Truman.   When 
I  was  in  Washington  working  in  the  Truman  administration,  and  I 
was  on  the  same  floor  of  the  old  State  Building,  we  used  to  see 
each  other  a  great  deal.   But  we'd  become  acquainted  before 
that. 

Now,  Nourse  had  gained  his  Ph.D.  at  the  University  of 
Chicago,  and  it  was  assumed  that  he  would  write  under 
Professor  Laughlin,  a  man  in  the  monetary  field.   Instead,  he 
asked  to  make  a  study  of  the  Chicago  produce  market.   Why? 
Nourse  had  come  out  of  an  agricultural  background.  As  a  farm 
boy  and  small  town  boy,  he  had  heard  the  criticisms  against  the 
middleman  system.   The  farmers  are  always  suspicious  of  what 
goes  on  in  American  markets.   They  assume  that  they  are  being 
robbed  somehow  in  the  middleman  system. 

So  Nourse  made  an  empirical  study  of  the  Chicago  produce 
market,  which  was  published;  in  fact,  it  won  the  Hart,  Schaffner 
and  Marx  prize  of  that  period.   It  had  a  lasting  influence  on 
him  because  this,  plus  other  works  of  this  sort,  later  on  gave 
him  an  understanding  of  markets  and  market  forces  that  showed  in 
all  his  work- -especially  when  he  became  second  in  command  at  the 
Brookings  Institution,  and  then  later  on  as  Chairman  of  the 
Council  of  Economic  Advisors.   He  felt  that  markets  should  be 
considered  as  positive  forces  to  be  analyzed,  and  considered  not 
merely  as  passive  intermediaries  from  which  great  supply  and 
demand  forces  were  reflected,  you  see. 

In  economic  analysis,  typically,  this  whole  institutional 
or  organizational  framework  is  disregarded.   It's  replaced  by 
the  beautiful  supply  and  demand  curves  that  are  worked  out,  and 
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Nathan: 
Gr ether: 


Nathan : 
Grether: 


relationships  worked  out  geometrically  or  algebraically  without 
reference  to  the  kind  of  mechanism  at  all,  assuming  the 
mechanism  was  a  passive  type. 

You  also  found  yourself  interested  in  the  mechanism? 

That's  right.   In  fact,  in  a  sense,  all  my  life  has  been  devoted 
to  learning  more  about  this  mechanism.   This  is  why  Nourse  and 
1,  I  think,  became  such  fast  friends.   Ve  had  some 
disagreements,  but  basically  we  were  in  agreement  that  these 
were  not  passive  mechanisms,  that  they  were  active  and  important 
forces  in  determining  what  the  end  product  was. 

So  I  was  appointed  as  instructor  in  economics  for  the  year 
1924-25.   As  requested,  I  taught  a  course  in  economic  theory, 
then  a  course  called  marketing  and  a  course  called 
merchandising.   The  latter  title  was  already  on  the  list; 
somebody  else  had  put  it  on  there.   This  was  the  way  in  which  I 
began  teaching  here . 

Could  I  go  back  just  a  moment?  Doesn't  this  seem  like  a  very 
quick  Ph.D.?   It  seems  as  though  you  had  an  M.A.  in  1923  and  a 
Ph.D.  in  1924. 

Yes,  I  think  it  was  too  quick,  but  I  can  explain  how  it 
happened.   In  December  of  1923,  Professor  Cross  stopped  me  in 
the  hall,  and  he  said,  "Some  of  those  on  the  faculty  think  you 
ought  to  come  up  for  your  Ph.D.  examination  at  the  end  of  the 
Christmas  holiday  period."  This  was  unusual  for  the  faculty  to 
take  this  initiative.   I  said,  "I'm  not  ready.   I'd  planned  to 
come  back  for  it  next  fall  after  having  a  summer  of 
preparation."  He  said, "Well,  we  think  you  ought  to  come  up 
now.  " 

So  I  spent  the  Christmas  holiday  running  through  my  notes, 
and  came  up  for  the  examination,  and  things  went  along  very 
nicely.   That  tended  to  accentuate  the  progress,  because  it  was 
at  the  request  of  the  faculty  that  I  did  this.   But,  as  I 
mentioned  last  time,  I  had  some  advantages.   I  had  no  problem 
with  languages.   Many  students  are  delayed  a  long  time.   German 
I'd  been  taught  at  home,  French  I'd  taken  at  the  University  of 
Nebraska;  I  think  I'd  had  two  and  a  half  years  of  French.   So  my 
languages  were  no  problem  at  all.   And,  as  I  look  back  upon  it, 
I  had  extraordinarily  good  luck  at  the  University  of  Nebraska  in 
the  course  work  and  the  type  of  people;  so  I  had  good  foundation 
there  also. 


68 


Then  It  was  very  fortunate,  indeed,  that  my  Ph.D.  thesis 
could  be  an  extension  of  my  Master's  thesis.  Apparently  the 
Master's  thesis  was  well  received  by  the  department,  and  so  it 
was  suggested  that  I  could  expand  this.   Looking  back  on  it,  it 
seems  almost  inconceivable  that  at  the  beginning  of  January  of 
that  year  1  was  able  to  write  my  Doctor's  thesis  and  get  it 
filed  in  time  for  the  degree  list  at  the  end  of  that  year. 

Nathan:   Vould  it  be  a  fair  conclusion  that  Ira  Cross  may  have  wanted  you 
to  be  ready  for  a  slot  that  he  knew  was  opening  in  the 
department? 

Grether:  That  might  be.   If  so,  he's  never  told  me.   But  I  think  that 
what  they  did  was  good,  in  this  one  respect- -that  we  ought  to 
encourage  graduate  students  who  are  mature  enough  to  take  the 
examinations  and  get  on  their  way.   It  may  have  been  just  that 
simple.   They  thought,  "Here's  a  man  who's  mature  enough.   Why 
should  he  be  kept  another  year?  Might  as  well  finish  the  work." 


Cross:   Encouragement  and  Editing 


Grether:  In  any  event,  I  did  this.  By  the  way,  Ira  Cross  was  chairman  of 
this  committee.  He  was  exceedingly  valuable  in  one  respect:  he 
edited  my  writing.  I'm  very  grateful  to  him.  The  style  between 
my  Master's  thesis  and  my  Doctor's  thesis  represents  Ira  Cross's 
editing;  it's  improved. 

Nathan:   I  hope  we're  going  to  have  copies  of  each. 

Grether:   I  have  them  right  here,  but  they're  in  the  library,  of  course. 
But  since  then,  I  do  the  same  thing.   Recently  I  was  on  a  Ph.D. 
thesis  committee  for  a  man  who  is  now  on  the  faculty  at  Buffalo. 
He  didn't  like  me  at  all  because  I  kept  insisting  he  was  doing 
poor  work.   But  I  think  for  the  long  pull  he'd  be  very  grateful 
to  me,  because  I  am  so  grateful  to  Ira  Cross,  especially  for 
what  he  did  to  me  in  terms  of  emphasizing  the  importance  of 
having  simple  directness  in  writing  if  at  all  possible.   With  my 
Germanic  background,  I  tended  to  write  using  the  Germanic  style 
too  readily,  with  long  and  involved  sentences. 

Nathan:   I  see  that  you  have  continued  to  be  an  editor  in  various 
capacities. 
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Grether:  Yes.   Since  then,  of  course,  I've  had  a  lot  of  experience  as 
editor,  and  written  so  many  things—not  only  for  publication, 
but  probably  the  volume  of  writing  of  internal  reports  and 
government  reports  unpublished  is  much  larger  than  what  has 
appeared.   I  keep  telling  my  students,  "There's  no  substitute 
for  experience  when  it  comes  to  writing,  because  you  learn  by 
experience. " 


Assistant  Professor: 
Berkeley 


University  of  Nebraska,  then  Back  to 


Grether:  Along  in  this  first  year  1  had  a  very  difficult  problem  arise, 
because  the  University  of  Nebraska  asked  me  to  return  there  as 
an  assistant  professor,  and  they  offered  me  the  enormous  salary 
of  $3,200.  At  that  time,  this  was  a  very  high  salary;  I  felt 
highly  honored.   Also,  I  wanted  to  get  married,  so  this  jump  of 
$1,400  was  of  some  interest  to  me .   I  communicated  this  to 
Professor  Plehn,  who  was  now  chairman.   He  said  he'd  look  into 
it,  but  nothing  happened,  so  I  took  the  position  at  the 
University  of  Nebraska. 

I  hadn't  been  there  very  long  before  I  discovered  I'd  made 
a  mistake,  but  not  for  the  reason  one  might  expect.   I  found 
myself  in  the  same  study  with  one  of  the  men  who  had  been  on  the 
faculty  when  I  was  there  as  a  student,  who  was  my  senior  in 
rank,  and  discovered  that  I  was  being  paid  $500  more  than  he 
was.   In  other  words,  they  were  giving  me  special  treatment.   He 
didn't  seem  to  mind,  but  I  did.   Psychologically  it  bothered  me 
that  I  was  getting  this  kind  of  special  treatment. 

Two  months  after  I'd  been  there,  I  received  a  letter  from 
Professor  Plehn,  asking  me  to  return  to  Berkeley  as  assistant 
professor  at  $3,000,  which  I  accepted  with  alacrity,  not  because 
I  was  basically  unhappy  at  Nebraska,  but  I  did  recognize  there 
were  greater  opportunities  out  here.   (By  the  way,  many  people, 
I  think,  take  the  wrong  view  of  the  Middle  West;  they  think  of 
it  as  a  benighted  area.   We  found  Lincoln,  Nebraska,  a  very 
charming  area  with  excellent  people.   I  often  try  to  make  this 
clear  —  that  there's  no  lack  of  congeniality  in  the  environment.) 
And  so  I  did  return  to  Berkeley. 
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Complementary  Fields  for  Teaching  and  Analysis 


Grether:   I  found  in  the  Economics  Department  file  the  correspondence  with 
Professor  Plehn  in  which  I  emphasized  that  I  should  like  to 
continue  teaching  both  economic  theory  and  marketing.   This  is 
important  because,  if  you  look  at  my  list  of  courses  here  now, 
this  went  on  for  many  years- -always  a  course  in  economic  theory, 
and  always  a  course  or  two  or  three  in  the  field  of  marketing. 
In  other  words,  what  I  wished  was  to  learn  more  about  markets 
and  marketing,  but  I  wished  also  to  relate  to  this  framework  of 
economic  theory. 

Now,  this  is  not  unusual  in  terms  of  what  is  going  on  among 
younger  economists  and  in  the  world  in  general.   For  example, 
during  this  same  period  Professor  E.  H.  Chamberlin  of  Harvard 
wrote  his  Doctor's  thesis  —  finished  in  1927  and  published  in 
1931  or  '32  (it's  on  the  shelf  here  someplace) - -on  the  theory  of 
monopolistic  competition.   In  it  he  tried  to  move  classical 
economic  analysis  or  neo-classical  economic  analysis  along  to 
make  it  more  realistic  and  give  it  a  better  empirical  content. 

His  analysis  was  entirely  academic.   I  became  very  well 
acquainted  with  him  eventually.   Chamberlin  never  really  went 
out  in  the  field.  He  read  the  literature,  and  he  did  a 
beautiful  job.  Having  written  this  book,  he  could  spend  the  rest 
of  his  life  reading  the  polemics  that  he'd  started.   [laughter] 
It  was  really  a  beautiful  thing  to  watch.   I  appeared  on  a 
program  with  him  at  the  University  of  Illinois  one  time,  and  we 
were  roommates  together.   I  have,  of  course,  a  great  deal  of 
respect  and  admiration  for  him. 

During  this  early  period  I  read  a  paper  at  the  meetings  of 
the  Pacific  Collegiate  Economic  and  Commercial  Conference  in 
Vancouver  in  1927,  called  "Trademarks  and  Differential  Gain," 
which  was  in  the  same  general  type  of  area.   I  was  stressing  the 
importance  of  differentiation  of  products  as  opposed  to  the 
assumptions  of  homogeneity  of  products.   This  was  a  basic  aspect 
of  the  Chamberlin  analysis- -product  differentiation  and  stress 
on  heterogeneity  as  opposed  to  homogeneity,  and  also  a  basic 
aspect  of  his  analysis  was  the  stress  upon  oligopoly.   He  had 
two  types  of  cases:   the  large  group  case,  where  you  speak  in 
terms  of  many  small  oligopolies  scattered  throughout  the 
economy- -local  oligopolies  like  local  drugstores  and  filling 
stations  and  whatnot- -and  the  small. 
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He  thought  his  most  interesting  and  important  case  would  be 
the  large  group  case,  but  it  turned  out  to  be  the  small  group 
case.   That  still  represents  the  great  unsettled  area  of 
economic  analysis,  to  which  I'll  refer  eventually,  because  I 
have  a  great  deal  of  interest  and  do  a  great  deal  of  work  in 
this  general  field. 


My  first  problem  as  a  teacher  in  the  field  of  marketing, 
like  that  of  other  scholars  in  this  field,  was  to  build  a  proper 
factual,  descriptive  basis  for  work,  as  well  as  relating  to  the 
framework  of  economic  theory.   My  files  are  full  of  examples  of 
this,  and  1  could  talk  a  long  time  about  it. 

But  beginning  in  the  first  decade  of  the  century,  a  number 
of  rather  able  people  appeared  who  went  out  into  the  field.   I 
mentioned  Nourse.   For  example,  L.  D.  H.  Weld  was  on  the  faculty 
at  Minnesota  during  this  period  when  farmers  were  up  in  arms  and 
blaming  low  prices  at  the  farm  upon  the  traders  and  the 
organized  exchanges,  and  upon  the  monopolists  and  the  crooks  in 
the  middleman  system.   So  Veld  followed  the  farm  products 
through  from  their  origin,  say  in  a  Minnesota  farm,  until  they 
disappeared  in  the  New  York  or  Chicago  markets,  made  a  record  of 
every  step  in  the  process,  and  tried  to  estimate  the  costs.  He, 
in  other  words,  was  a  leader  of  what  you  may  call  the  effort  to 
establish  the  facts.   And  for  this  he  had  some  difficulties, 
because  he  had  some  kind  things  to  say  finally  about  the 
middleman  system,  and  even  about  the  organized  exchanges, 
whereupon  the  Board  of  Trustees  of  the  University  raised 
questions  about  his  integrity- -whether  he  hadn't  sold  out  to  the 
interests . 


Building  Content  in  a  New  Field 


Grether:   I  could  give  you  many  other  examples.   The  first  problem  in  this 
new  academic  field  which  appeared  in  colleges  of  commerce  and 
departments  of  economics  (as  schools  of  business  came  to  be 
called)  was  to  build  a  research  basis  and  content.   I  shared  in 
that.   I  was  in  a  sense  a  beneficiary  of  the  first  round, 
because  a  lot  had  happened  before,  so  there  were  good  textbooks 
available  by  the  time  I  began  teaching  in  the  field.   But  the 
problem  was  still  there  of  trying  to  build  an  institutional  and 
empirical  content  in  this  field. 
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My  own  initial  efforts  in  research  (if  I  may  shift  there 
just  a  bit)  were  first  to  go  out  and  make  either  special  studies 
or  individual  studies  as  problems  appeared.   For  example,  at 
Nebraska  I  made  a  study  of  special  sales  in  Omaha,  published  as 
a  bulletin  called  "Special  Sales  in  Retail  Merchandising," 
published  in  April  of  1927  at  the  University  of  Nebraska. 

Nathan:   May  I  ask  about  special  sales?  Are  these  sales  that  do  not  fit 
in  any  other  category;  is  that  what  special  means? 

Grether:   No.  A  special  sale  would  be  when  a  retail  store  announces, 

"We're  having  a  special  sale.  Reduced  prices,"  and  so  on,  as 
opposed  to  the  regular  price.  There  was  a  lot  of  activity  of 
this  sort  in  Omaha,  and  1  made  a  study  of  it  there. 


Business  People  as  Students 


Grether:  When  I  got  back  to  Berkeley,  I  became  involved  in  two  such 

relationships.   I  tried  always  to  have  one  of  my  classes  at  the 
University  in  the  evening,  so  that  if  there  were  people  in 
business  who  wanted  to  come  and  had  the  qualifications,  they 
could  sit  in  my  classes.   This  had  interesting  consequences 
occasionally. 

Also,  I  would  occasionally  give  classes,  in  addition  to  my 
regular  campus  work,  for  groups  in  business.   One  such  group  was 
the  Credit  Managers  of  Northern  California.   They  would  have  me 
teach  them  economics  for  a  while;  then  we'd  try  to  make 
applications  to  their  problems  in  the  field  of  credit 
management.   I  think  1  learned  as  much  from  them  as  they  learned 
from  me,  and  you'll  find  in  my  writing  a  few  little  tidbits  that 
reflect  this. 

Another  was  the  Purchasing  Agents  of  Northern  California. 
This  turned  out  to  be  very  interesting.   They  came  over  and  said 
they  had  a  strong  educational  need;  they  didn't  know  how  to 
solve  it.   What  I  worked  out  with  them  was  an  arrangement 
something  as  follows:   I  would  meet  with  a  committee  set  up  to 
discuss  the  needs  as  they  saw  them.   Then  we  worked  out  a  series 
of  titles,  and  then  I  would  always  state  the  problem  and  give 
the  background --the  theory,  the  principle  involved  in  the 
problem.  Then  I  would  be  followed  by  one  or  two  members  from 
the  group  who  would  now  relate  their  own  working  experience  in 
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Nathan: 
Grether: 


their  firms  to  the  statement  of  principle  or  theory  that  I  had 
presented.  Now  again,  I  think  I  learned  more  than  they  did. 

Yet  when  we  had  the  criticisms  from  the  various  students  at 
the  end  of  this  course ,  I  was  amused  to  see  that  some  of  them 
said  the  professor  was  more  practical  than  the  businessmen.   I 
think  all  that  meant  was  that  I  was  a  teacher;  I  could  state  the 
problem;  I  could  formulate  the  problem.   This  was  helpful  to 
them.   The  businessmen,  in  illuminating  from  their  experience, 
were  not  teachers,  and  they  sometimes  were  not  as  sharp  in  terms 
of  specific  application.  But  to  me,  it  was  a  very  revealing 
type  of  thing,  because  I  was  dealing  with  the  people  on  the 
firing  line,  so  to  speak,  who  were  actually  engaged  in 
practicing  the  things  we  thought  we  were  teaching  in  the  class. 

Administratively,  this  was  not  part  of  Extension? 

No,  not  always.   These  two  were  outside.   1  also  occasionally 
would  teach  a  course  in  American  Banking  Institutes  for  the 
banking  employees.   Dr.  Cross  was  dean  of  that  group,  so  that 
was,  I  guess,  at  his  request. 


Research  on  Wholesale  Trades  and  Interest  in  Resale  Price 
Maintenance 


Grether:   Then  I  also  began  a  systematic  research  effort,  as  is  mandatory 
in  this  environment- -not  so  much  for  "publish  or  perish,"  but  to 
feel  that  you  belong.   One  really  is  not  happy  in  the  Berkeley 
environment  unless  one  has  a  systematic  program  of  research  and 
is  producing  papers  and  so  on.   This  is  the  nature  of  the 
environment,  and  it  should  be  so,  by  the  way,  at  a  university, 
as  opposed  to  merely  a  simple  teaching  institution. 

My  first  effort  was  in  the  field  of  the  wholesale  trades, 
using  San  Francisco  as  a  laboratory.   I  developed  a  procedure  in 
which  I  would  take  a  selected  trade,  like  the  wholesale  grocery 
trade,  and  with  the  aid  of  an  assistant,  if  I  had  one,  I'd 
compile  the  list  of  firms,  say  for  thirty  years  (1900-1930),  and 
then  get  in  touch  with  members  of  the  industry  who  were  familiar 
with  industry  to  help  me  classify  these  firms.   I  noticed  the 
exits  and  the  entrances.   Then  we  would  talk  with  people  who 
were  fairly  aware  and  familiar  with  what  went  on  there;  and  we 
were  able  eventually  to  show  the  trends  over  a  period  of  thirty 
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years  in  this  trade,  like  the  wholesale  grocery  trade,  the 
poultry  trade,  or  what -have -you. 

I  was  also  having  my  students,  either  for  a  Master's  or  a 
Ph.D.  thesis,  work  in  this  area.   This  again  was  really  part  of 
my  own  training  process.   I  wanted  to  be  at  home  in  this  area, 
and  I  thought  this  would  be  a  good  way  to  get  my  feet  on  the 
ground.   It  was  very  useful,  because  the  wholesale  trade  stands 
between  the  producers  and  the  retailers  and  the  consumers;  so 
it's  a  sensitive  area  of  interaction.   I  was  able  to  look,  from 
the  wholesale  point  of  view,  both  at  the  producing  side  and  down 
into  the  retailing  and  consuming  side.  These  papers  finally 
culminated  in  one  little  summary,  a  publication  that  appears 
here,  and  I  think  it  has  some  significance  because  there  is  such 
a  lack  of  material  in  this  particular  area,  and  I  was,  along 
with  others,  helping  to  provide  materials. 

Out  of  that,  I  found  myself  in  a  very  dynamic,  interesting 
situation.   The  Depression  coming  along  in  1930  accentuated  and 
brought  to  the  public  view  some  conflicts  that  had  arisen  in 
this  whole  area- -the  conflicts  between  the  established  types  of 
enterprises  and  the  new  types,  especially  the  chain  stores. 
This  produced  an  enormous  political  controversy,  not  only  in  the 
State  of  California  but  throughout  the  nation. 

So  I  began,  of  course,  watching  this  area  very  carefully. 
I  made  a  little  study  for  the  Commonwealth  Club  which  was 
published,  dealing  with  this  area.  Out  of  this  I  developed  an 
interest  in  what  you  may  call  the  area  of  resale  price 
maintenance,  which  represents  the  fixing  of  prices  on  the  part 
of  manufacturers  on  their  products  in  the  so-called  marketing 
channel --wholesale  and  retail. 

I  did  this  for  three  reasons.   One  was  that  it  was  clearly 
emerging  as  an  important  problem  in  public  policy,  as  well  as  in 
trade  relations  in  San  Francisco,  in  this  country,  and,  in  fact, 
in  the  world.   The  second  was  that  it  brought  the  manufacturer 
downstream  into  the  wholesale -re tail  levels  of  operation.   So  I 
could  analyze  the  conflicts,  the  relationships  there,  in  a 
systematic  way.   In  the  third  place,  it  was  a  price  analysis 
also- -this  resale  price  maintenance --and  it  would  be 
illuminating  in  terms  of  adding  empirical  content  to  the  whole 
field  of  price  analysis.   This  became  the  basis  of  my  research 
efforts  for  many  years. 

Nathan:   These  are  primarily  marketing  problems? 
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Grether:   They're  marketing  problems,  also  problems  of  economic  analysis, 
and  problems  in  public  policy. 

Nathan:    So  you're  bringing  those  together. 

Grether:  Yes.   In  fact,  this  became  what  I  call  my  trademark,  as  I 

finally  became  mature.   I  like  to  think  of  myself  as  relating 
economic  analysis  to  legal  regulative  policies,  to  managerial 
and  business  analysis.   This  is  one  reason  that  it  took  a  little 
time,  because  you  had  to  develop  the  basis  for  understanding. 
All  of  these  are  rapidly  changing  areas  in  which  it  takes  a 
great  deal  of  effort  to  try  to  keep  up,  but  this  is  what  1  set 
myself  to  do . 

Here  I  had  a  very  lucky  break.   I  found  that  I  could  not 
get  foundation  support.   President  Campbell1  (with  whom  1  became 
very  friendly,  and  I  had  a  deep  respect  for  him)  thought  I  could 
get  some  Guggenheim  money.   He  in  fact  recommended  it,  but  it 
didn't  happen.   I  made  applications  to  one  or  two  other  places. 
They  did  not  seem  to  think  of  this  as  a  significant  area  of 
research,  but  I  did. 


Studies  in  England  (1933-1934") 


Grether:   So  my  wife  and  I  scraped  and  we  saved,  and  we  got  enough  money 
so  that  when  I  got  a  sabbatical  we  took  the  time  off  at  our  own 
expense.   Incidentally,  I  went  by  ship  through  the  Orient  on  the 
way  to  Europe,  and  she  eventually  came  across  the  Atlantic  in 
the  springtime  and  met  me  in  London.   That  could  be  a  long  story 
itself --my  experience  in  Japan  and  China  and  various  stops  along 
the  way.   It  was  quite  interesting  because  I  saw,  for  instance, 
Shanghai  after  the  Japanese  had  bombed  it  a  bit,  but  it  was 
still  the  old  Shanghai.   I  was  in  Peking  and  Nanking.   This  was 
at  the  end  of  '33  and  the  beginning  of  '34. 

The  whole  purpose  was  to  go  to  England  and  look  into  resale 
price  maintenance  there  because  it  was  a  mature,  well- 
established  program.   My  wife  and  I  met  in  London,  then,  in 
March  of  1933,  and  we  lived  in  a  pension  near  the  British  Museum 
so  I  could  work  in  the  British  Museum.   Also,  I  could  run  out  to 
the  London  School  of  Economics,  which  I  did.   But  most  of  all  I 
spent  my  time  talking  to  trade  association  executives  and  others 
in  business  and  industry  in  London. 


'William  Wallace  Campbell,  President,  University  of  California,  1923-1930. 
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Nathan:   How  did  you  make  your  original  contacts? 

Grether:  This  was  really  quite  surprising.   I  was  warned  that  it  would  be 
impossible  for  me,  a  stranger,  to  just  come  in.   I  found  that 
was  absolutely  wrong,  that  I  could  go  into  a  place,  introduce 
myself,  and  they  were  very  glad  to  see  me  and  to  talk  freely. 

I  think  it  explains  something  very  basic.   Most  people  are 
glad  to  talk  about  what  they're  doing  because  that's  what 
they're  full  of.   They  felt  flattered  that  I'd  come  all  the  way 
from  Berkeley,  California,  to  talk  to  them  about  their 
activities  as  trade  association  secretary  or  as  head  of  a 
business  firm  or  whatnot.   So  I  had  no  troubles  at  all.   In 
fact,  I  came  back  with  an  enormous  collection  of  materials. 

Incidentally,  the  economists  at  the  London  School  of 
Economics  were  not  interested  in  this  area  at  the  time.   Later 
on  they  became  interested,  and  I  think  I  helped  open  up  the 
area.  At  the  London  School  at  that  time  there  were  three  young 
men  who  were  the  emerging  power  structure.   One  was  Lionel 
Robbins,  who  is  now  Lord  Robbins  and  was  not  only  the  leading 
economist  but  a  great  figure  in  higher  education  in  Great 
Britain—very  comparable  to  Clark  Kerr's  position  in  this 
country.   Another  was  Friedrich  von  Hayek,  who  received  the 
Nobel  Prize  last  year  [1974].  Von  Hayek  was  a  great 
conservative  economist  of  an  inside  variety  who  had  very 
elaborate  theories  as  to  the  relative  freedom  that  ought  to 
exist  in  an  economic  society. 

The  other  was  Arnold  Plant,  who  has  been  for  years  now  Sir 
Arnold  Plant.   Plant  was  the  closest  to  my  own  interest,  because 
he  gave  a  course  in  something  called  "Distribution,"  and  he  had 
done  some  writing  in  the  field  of  patents  and  so  on.   He  really, 
then,  knew  pretty  much  what  I  was  interested  in.   I  found  all 
these  people  very  interested.   Plant  had  me  out  to  his  home,  and 
we  enjoyed  correspondence  and  knowing  each  other  over  the  years. 
Later  on  in  London,  for  example,  I  saw  him  again. 

But  the  chief  thing  was  that  I  went  out  into  British 
industry,  contrary  to  the  rules,  and  found  that  they  were  glad 
to  see  me,  and  I  had  no  difficulty  getting  access  to  the 
materials  I  wanted.   In  the  British  Museum  I  ran  into  some 
rather  surprising  things  in  poring  through  the  materials.   I 
discovered,  for  example,  that  Alfred  Marshall,  the  great  neo 
classical  economist  in  Great  Britain,  had  advertently  or 
inadvertently  played  a  leading  role  in  this  whole  program.   I 
published  an  article  on  this  in  the  Quarterly  Journal  of 
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Economics  when  I  came  back.   Of  course,  it  appeared  in  my 
monograph  in  this  area  also. 

The  reason  I  had  the  occasion  to  go  through  all  of  this  was 
because  the  attorney  general  of  the  State  of  California  is  now 
running  hearings  on  fair  trade  or  price  control  (fair  trade  is 
the  current  word)  and  of  milk  control- -things  of  that  sort. 
Strangely  enough,  the  attorney  general  (Republican)  is  taking  a 
strong  position  against  these  types  of  controls.   I  notice  that 
Governor  [Ronald]  Reagan  likewise  has  taken  a  position,  and 
President  [Gerald  R. ]  Ford.   For  some  reason,  the  people  on  the 
Republican  side  are  become  anti  these  types  of  controls,  and 
this  is  an  interesting  switch,  to  some  extent. 

What  happened  in  England  (I  was  the  first  speaker  at  the 
fair  trade  hearing  in  San  Francisco  recently,  and  tried  to  give 
a  background  of  what  this  is  all  about)  was  that  in  the  book 
industry  in  Great  Britain  in  the  middle  of  the  last  century,  the 
book  sellers  tried  to  put  in  controls  against  discounts  on 
books;  they  organized  themselves  for  this  purpose.   When  this 
became  known,  it  created  quite  a  public  outcry,  and  some  very 
prominent  people  spoke  in  opposition- -names  like  Charles 
Dickens,  Thomas  Carlyle ,  Cobden,  W.  E.  Gladstone,  and  John 
Stuart  Mill.   So  this  was  quite  an  issue  in  the  middle  of  the 
century . 

The  result  was  that  the  booksellers  gave  up  this  effort. 
Then,  for  some  strange  reason,  Alfred  Marshall's  Principles  of 
Economics,  first  edition,  published  1890,  was  brought  out  in 
terms  of  the  so-called  net  book  agreement,  under  which  no 
discounts  were  allowed.   In  other  words,  it  was  put  under  this 
type  of  control,  somewhat  contrary  to  the  doctrines  that  one 
finds  expounded  in  the  book.   [laughter]   Well,  I  discovered 
this  and  published  a  little  note  on  it.   Since  then,  some 
further  correspondence  has  been  found  by  other  people  in 
England,  so  there's  been  further  publication.   Apparently 
Mr.  Marshall  didn't  know  what  he  was  doing;  he  was  somewhat 
misinformed  as  to  what  was  involved,  so  he  made  a  mistake. 

In  any  event,  his  book  was  brought  out  on  this  basis.   So 
the  booksellers  had  a  good  economic  authority  to  support  them. 
Others  immediately  copied  them,  especially  in  the  drug  and 
pharmaceutical  trade,  where  they  set  up  promptly  the  Proprietary 
Trades  Association,  which  became  the  vehicle  for  this  type  of 
activity. 
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I  won't  take  time  here  to  discuss  this  in  detail,  but  in 
England  this  practice  became  very  widespread,  having 
associations  in  which  the  manufacturers,  the  wholesalers,  the 
dealers  were  members,  and  sometimes  people  outside.   In  the  case 
of  automobiles,  they'd  invite  the  people  in  financing,  in  tires 
and  petrol- -they  all  belonged  to  one  great  cartel,  I  guess  you'd 
call  it,  in  which  they  agreed  among  themselves  that  if  one 
member  violated  the  announced  price,  they  would  all  refuse  to 
deal  with  him,  which  was  a  rather  effective  control  over  the 
prices. 

This  became  a  way  of  life  over  many  products.   This  is  the 
sort  of  thing  I  looked  into.   This  little  monograph  was 
published  by  the  University  of  California  Press.   Since  then 
there's  been  considerable  further  literature,  and  there's  been 
government  activity  also,  and  some  shifting  away  from  this 
position  in  Great  Britain. 

When  I  got  back  to  Berkeley  I  discovered  that  the 
legislature  had  enacted,  while  I  was  away,  the  so-called  amended 
Fair  Trade  Law.   In  1931  California  established  a  so-called  Fair 
Trade  Law,  but  it  was  a  permissive  type  of  thing,  under  which  a 
manufacturer  of  trademarked,  or  branded  goods  (and,  by  the  way, 
all  of  this  applies  only  to  trademarked  or  branded  goods)  could 
establish  prices,  provided  the  dealers  would  sign  contracts  with 
him;  they  could  work  out  this  kind  of  permissive  relationship. 
The  trouble  was,  he  had  no  control  over  the  people  who  did  not 
sign  the  contract. 
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V  RESEARCH  AND  FOCUS  ON  FAIR  TRADE  ISSUES 

Amendments  to  California  Lav  (1933W/tf 

•• 

Grether:   The  California  Legislature  in  1933,  at  the  depth  of  the 

Depression,  amended  the  existing  Fair  Trade  Law,  which  is  a 
permissive  statute,  by  adding  the  so-called  "non-signers 
clause."  Under  this  clause,  the  price  structure  agreed  to  by  a 
manufacturer  and  any  contractor  with  him  became  binding  upon  all 
members  of  the  trade- -whether  they  wished  to  have  this  price 
structure  or  not- -provided  they  had  been  informed.   The  term  is 
"willfully  and  knowingly  violated"  this  price.   This,  of  course, 
put  enormous  authority  into  the  enforcement,  which  had  been  very 
difficult.   The  result  was  that  this  whole  movement  took  off. 
Immediately,  many  states  adopted  such  measures. 

Incidentally,  it's  worth  recording  that  this  went  so 
quickly  that  ten  states  copied  typographical  errors  into  law 
that  had  been  made  in  the  original  in  California  law. 
[laughter]   I  suppose  this  is  in  print  some  place,  but  it's  kind 
of  amusing. 

What  happened,  of  course,  was  the  Depression  period,  when 
everybody  was  looking  for  help,  just  as  they're  getting  to  do 
again  now  (I  hope  we  don't  sink  to  that  depth),  and  with 
enormous  unemployment,  enormous  bankruptcies,  and  everybody 
looking  for  some  way  of  getting  out  of  this  situation.   There's 
one  difference:   that  was  a  period  of  rapid  price  decline, 
whereas  the  present  period  is  an  inflationary  situation.   This 
makes  a  big  difference  in  terms  of  procedures. 

As  of  that  time,  it  was  felt  that  a  way  out  would  be  to  get 
prices  to  move  upward,  and  that  this  would  create  jobs  and 
create  profits  again,  and  provide  incentives  and  motivation. 
The  reasoning  was  very  simple  and,  as  mentioned  last  time,  this 
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was  part  of  the  motivation  behind  the  NRA  period  also,  because 
the  Fair  Trade  Law  applied  only  to  trademarked  and  branded 
goods .  Therefore  it  left  all  other  goods  open  to  normal  price 
forces  and  conditions.  When  the  NRA  lapsed,  California  enacted 
the  so-called  Unfair  Practices  Act,  which  was  sometimes  called 
the  Little  NRA  Act,  which  allowed  trade  associations  and  groups 
to  take  action  also  with  respect  to  placing  floors  under  prices. 
This  type  of  statute  still  exists  in  this  state  and  in  other 
states . 

The  whole  thing  represents  a  very  complex  set  of 
relationships  that  I've  worked  through  in  my  writings  quite 
frequently  in  this  very  sizeable  body  of  literature.   It 
involves  also  the  Robinson- Pa tman  Act  passed  in  1936  to  restrict 
the  size  of  discounts  obtained  by  big  buyers  in  American 
markets . 


Analyzing  Price  Controls 


Grether:   The  point  is,  we  developed  a  series  of  controls  over  pricing  in 
the  American  distributive  trades  during  this  period.   The  point 
also,  as  far  as  I  was  concerned,  was  that  I  had  the  background 
for  analysis  in  this  area.   So  I  think  I  can  say  with  safety 
that  there  was  a  time  when  I  was  considered  to  be  the  leading 
authority  because  I  was  doing  very  careful  systematic  analysis. 
When  I  say  this,  I  wish  to  point  out  that  I  was  always  in  the 
field,  so  to  speak- -either  myself  or  with  research  assistants. 
We  interviewed  dealers,  for  example,  to  see  what  their  interests 
were;  the  manufacturers;  the  wholesalers.   I  have  great  boxes  of 
material  in  my  basement  at  home  collected  during  that  period. 

This  was  done  partly  because  there  were  funds  under  the  NYA 
program  to  provide  employment  to  students.   I  participated  in 
using  some  of  those  funds.   I  wasn't  too  confident,  by  the  way, 
of  some  of  those  results,  so  I  was  very  careful  in  the  use  of 
them.   In  any  event,  we  did  make  some  studies  based  upon  surveys 
of  dealers  in  various  fields. 

So  far  as  my  own  publications  were  concerned,  this 
culminated  in  a  book  published  in  1939  by  the  Oxford  University 
Press  called  Price  Control  Under  Fair  Trade  Legislation. 
Incidentally,  it  was  published  by  the  Oxford  Press  because  an 
editor  came  to  me.   He  had  somehow  either  read  or  had  called  to 
his  attention  the  paper  published  in  the  California  Law  Review 
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in  1936  called  "Experience  in  California  with  Fair  Trade 
Legislation  Restricting  Price  Cutting.*  He  said  he'd  like  to 
have  the  fuller  publication  when  it  came  along;  I  was  very 
pleased  to  have  the  Oxford  Press  become  the  publisher. 

The  timing  was  very  bad,  because  shortly  thereafter  the 
Vorld  War  period  appeared;  the  interest  shifted  to  other 
directions.  But  the  book,  1  think  1  can  say  with  confidence,  is 
a  standard.   It  was  reviewed  very  well  and  was  very  well 
received  around  the  world. 

I  kept  up  with  the  field  to  some  extent.   It's  very 
difficult,  once  you  get  established,  to  really  drop  an  area. 
Perhaps  for  the  record  I  ought  to  put  in  one  or  two  examples  of 
curious  types  of  problems  that  appeared. 


Confidentiality,  and  the  Search  for  Files 


Grether:   After  publication  of  the  1939  book,  I  had  two  lawyers  from  the 

Department  of  Justice  come  into  my  office  on  campus  and  say  they 
would  like  to  pick  up  my  files  on  which  this  book  was  based,  or 
at  least  look  into  them.   I  said,  "What  in  the  world  is  this  all 
about?"  They  said,  "We  have  a  grand  jury  proceeding  underway  in 
the  drug  and  pharmaceutical  area,  and  we're  having  trouble 
getting  materials.  Judging  from  your  book,  you  have  some 
materials  that  would  be  useful  to  us." 


Nathan: 
Grether: 


Well,  you  can  imagine  my  reaction.   I  said,  "Look,  I'm  a 
scholar  doing  academic  research.   If  it  should  get  around  that 
material  I  accumulate  in  my  academic  research  becomes  available 
to  the  FBI  and  the  Department  of  Justice,  this  would  ruin  all 
field  types  of  approaches  to  business  and  industry."   It 
happened  that  Thurman  Arnold  had  given  a  lecture  on  the  campus 
for  us.   So  I  wrote  him.   I  also  wrote  to  Corwin  Edwards,  a 
friend  of  mine  in  the  Department  of  Justice,  but  unfortunately 
(or  fortunately,  as  it  turned  out),1  he  was  in  South  America, 
because  when  he  got  back  he  wrote  me  and  said  that  I ,  as  a 
citizen,  should  be  expected  to  cooperate  to  the  fullest  extent. 

And  the  issue  of  confidentiality- - 

That's  right—was  disregarded  entirely.   I  checked  with  the 
University  attorney  also,  and  he  told  me  that  they  could  not 
seize  my  files  (because  they  told  me  after  this  first  interview 
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that  they  were  coming  back  in  a  week  to  get  my  files).   He  said, 
"No,  they  can't  do  that.   But  they  can  subpoena  you  to  bring 
your  files  to  the  grand  jury  proceedings." 

In  this  connection  they  told  me  a  most  amazing  story.   They 
said  one  reason  they  were  coming  to  me  was  that  materials  they'd 
expected  to  get  out  in  the  trade  had  disappeared.   For  example, 
the  files  in  Los  Angeles  in  the  association  were  moved,  or  were 
to  be  moved,  from  one  office  to  another;  overnight,  they  were  in 
a  car  in  a  garage  of  someone  in  the  association,  and  the  garage 
burned  to  the  ground  that  night.   So  they  lost  access  to  those 
files. 

Then  they  told  me  something  even  more  amazing- -that  they 
had  not  been  able  to  find  a  set  of  the  Northern  California  Drug 
News,  which  was  published  during  this  period;  there  were  fifteen 
hundred  issues  published.   All  the  files  had  been  cleaned  out. 
Now,  if  that's  all  they  had  asked  for,  there 'd  have  been  no 
problem,  because  I  had  a  set  of  that.   In  fact,  I  was  on  the 
mailing  list.   I  still  have  a  set  of  that,  and  it  was  very 
interesting  reading.   In  fact,  it  was  very  helpful  to  me, 
because  during  this  period  the  druggists  were  up  in  arms  against 
manufacturers  who  didn't  cooperate,  you  see,  in  fixing  prices. 
This  made  a  very  good  source  of  information  for  me,  because  it 
was  an  organized,  systematic  effort  under  the  so-called  captain 
plan  to  boycott  manufacturers  who  didn't  fix  prices. 

Although  the  rationalization  of  the  Supreme  Court  of  the 
State  of  California  and  of  the  United  States  Supreme  Court  when 
the  case  got  to  them  in  1936,  was  that  this  sort  of  activity  is 
acceptable  because  it  protects  the  goodwill  in  the  property 
right  of  trademarks,  the  real  pressure  came  out  of  the  retail 
and  wholesale  trades.   That  is,  they  want  to  protect  their 
prices  and  their  margins  and  their  basis  for  making  a  living. 
The  court  somehow  took  the  point  of  view  of  at  least  some 
manufacturers.   This  is  a  very  complex  business,  by  the  way, 
where  the  interests  of  manufacturers  and  of  people  of  different 
types  of  institutions  get  at  odds. 

For  example,  the  operators  of  so-called  cut-rate  stores  are 
the  opposition  group  here.  The  case  that  went  to  th.:  Supreme 
Court  in  California  involved  a  cut-rate  druggist  in  fieverly 
Hills;  it's  the  Kunsman-Max  Factor  case.   I  visited  his  store 
one  time,  and  he  liked  to  sell  on  a  price  appeal  basis.   His 
store  was  covered  with  big  signs,  and  everybody  walking  up  and 
down  the  boulevard  would  see  his  signs.   He  just  preferred  that 
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type  of  business,  as  opposed  to  the  typical  neighborhood  service 
drugstore  business. 

So  there  was  a  very  deep  conflict,  you  see  (this  has  always 
been  true),  running  through  the  trades  between  different  types 
of  operators. 


Witness  for  Celler:  A  Scholar's  Position 


Grether:   A  couple  of  other  things  we  might  put  in  the  record  just  by  way 
of  showing  the  curious  aspects  of  this.   Later  on,  Congressman 
Celler  became  chairman  of  a  committee  to  investigate  this  whole 
area,  and  the  report  is --let's  see;  I  have  it  here  some  place. 

Nathan:   This  is  Emmanuel  Celler,  the  New  York  congressman? 

Grether:   Yes.   He  called  me  up  and  asked  me  if  I  would  be  the  final 
witness  in  this  case.   He'd  send  the  transcript- -all  their 
statements  before  the  commission- -to  me;  then  I  would  come  in 
and  try  to  interpret  this  as  an  outside  objective  student  of  the 
subject.   I  agreed  to  this,  and  he  began  sending  these 
transcripts  to  me. 

2 

Then  some  very  interesting  things  happened.   He'd  hardly 
finished  his  telephone  conversation  before  my  phone  began  to 
ring.   For  instance,  a  delegation  of  the  local  drug  and 
pharmaceutical  trade  came  to  see  me  and  said,  "Ue  hear  you're 
going  to  Washington.   We'd  like  to  talk  to  you  about  this  to 
give  you  the  benefit  of  our  point  of  view."  This  is  not 
uncommon. 

My  phone  rang,  and  I  found  the  lawyer  for  a  cut-rate  firm 
on  the  phone.   He  said,  "I  hear  you're  going  to  Washington.   We 
would  like  to  pay  your  expenses."   1  said,  "You'd  like  to  pay  my 
expenses?"  He  said,  "Yes."   I  said,  "Well,  if  I  go  to 
Washington,  I'll  pay  my  own  expenses."   I  could  hear  a  g&sp,  and 
he  said,  "How  noble  of  you."   [laughter] 

The  most  curious  thing  was,  I  read  in  the  [San  Francisco] 
Chronicle  one  morning  that  a  leading  attorney  from  New  York  City 
was  meeting  at  breakfast  at  the  Pacific  Union  Club  with  local 
business  people  to  discuss  some  problems  in  the  industry.   Then 
I  was  invited  to  this  breakfast,  which  was  appropriate  because 
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as  dean  of  the  school  I  was  often  invited  to  lots  of  things.   So 
I  went  over. 

When  I  got  there,  I  found  myself  sitting  at  his  right.   I 
knew  there  was  something  wrong  with  this  situation;  there  must 
be  a  little  something  unusual.   Directly  he  turned  to  me  and 
said,  "I  hear  you're  going  to  Washington.   Could  you  come  past 
New  York  so  we  can  have  a  little  chat?"  I  said,  "Well, 
Mr.  Dunn" --Charles  Wesley  Dunn  was  a  great  leading  attorney  in 
both  the  drug  and  the  food  industry  at  this  time- -"I '11  be  glad 
to  come  past  your  office  after  I've  been  to  Washington." 
[laughter] 

Nathan:   How  did  he  take  that? 

Grether:   He  understood,  sure.   I  found  this  is  true,  by  the  way- -that 
most  people  in  both  business  and  government  (but  more  so  in 
business  than  in  government)  can  understand  the  man  who  says,  "I 
am  an  objective  scholar.   My  job  is  not  to  take  sides;  my  job  is 
to  inspect  the  evidence  and  interpret  it."  This  they 
understand,  and  they  respect  you  for  it.   If  I  were  not  of  that 
sort,  they  would  have  been  very  glad  to  put  me  under  obligation, 
and  this  is  what  they  were  attempting  to  do. 

In  fact,  when  I  was  in  the  Truman  administration  in  charge 
of  mobilization  planning,  an  even  more  amusing  thing  happened. 
I  was  invited  downtown  to  a  hotel  one  noon  for  lunch  by  a  group 
from  the  drug  and  pharmaceutical  trade.   I  found  myself  in  a 
private  room,  upstairs;  we  had  a  nice  lunch.   Then,  afterwards, 
they  pulled  their  chairs  around  and  they  said,  "We  understand  in 
your  planning  for  a  possible  emergency  that  there  may  be  some 
plans  that  might  affect  our  industry.   So  we  thought  we'd  like 
to  tell  you  about  fair  trade."   I  was  dumbfounded.   They  didn't 
know  who  I  was;  I  probably  knew  more  about  this  than  they  did. 
[laughter]  They  were  trying  to  be  sure  that  we  would  protect 
their  interests  in  any  plans  we  had  in  case  of  national 
emergency. 

This  has  to  be  been  an  unbelievable  aspect  of  doing 
research  in  these  types  of  problems.   I've  learned  one  thing, 
and  that  is  that  the  person  who's  most  zealous  in  the  interests 
of  his  constituency  is  always  the  trade  association  executive; 
that's  what  he's  paid  for,  and  he  goes  overboard.  You  get  past 
him  to  the  president  of  the  corporation  and  the  people 
supporting  him  there,  and  often  you  get  quite  a  different  type 
of  reaction. 
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Petition  vs.  Wartime  Advertising 


Grether:   I  could  give  other  examples.   I'll  just  give  you  one  that  seems 
unbelievable,  since  we're  talking  pretty  much  at  sort  of  a 
gossipy  stage  here.   During  this  last  world  war,  apparently 
someone  took  a  petition  to  the  Faculty  Club  one  noon,  and  quite 
a  number  of  people  signed  this  petition  stating  that  there  ought 
to  be  some  restrictions  on  advertising  during  the  war.   Why 
waste  the  paper,  the  pulp,  the  energy?  Since  we're  fighting  for 
our  survival ,  maybe  we  could  save  carloads  of  paper  and  a  lot  of 
time  and  energy  that  could  be  used  for  more  important  things . 

I  was  not  at  the  club  that  noon,  so  I  wasn't  tempted.   I've 
often  wondered  what  would  have  happened  if  I'd  been  there. 
Would  I  have  signed  that  petition,  considering  that  I  was  dean 
of  the  school  and  teaching  in  the  field  of  marketing?  A  number 
of  people  did,  including  some  very  prominent  people;  one  of  them 
eventually  became  the  vice  president  of  the  University- -my  good 
friend,  Harry  Wellman. 

Well,  my  phone  rang  one  day,  and  here  was  the  head  of  the 
local  advertising  association.   He  said,  "I  have  a  problem. 
Some  of  the  faculty  have  signed  a  petition  we  don't  like,  and  I 
want  to  know  what  to  do  about  it . "  He  came  over  to  see  me ,  and 
I  said,  "You  know,  Chick  (his  name  was  Chick  Collier),  we've  got 
a  war  we're  fighting.   If  I  were  you,  I'd  forget  about  this.   It 
seems  to  me  there  are  more  important  things." 

But  he  didn't  forget  about  it,  because  I  had  a  call  from 
Miss  [Agnes]  Robb,  the  president's  administrative  assistant. 
She  said,  "The  president  is  setting  up  a  dinner  at  the  Claremont 
Hotel,  and  he's  inviting  both  professors  and  people  from 
advertising.   It  seems  there's  a  little  problem  here,  and  he 
thought  it  would  be  a  good  idea  to  get  people  together  to  look 
at  this."  That  was  all  right;  I  accepted. 

I  was  at  this  dinner- -in  fact,  I  was  at  the  bar- -when  I  was 
paged,  and  here  was  Miss  Robb  again,  saying,  "The  president  has 
been  detained  in  Sacramento.   He  can't  get  to  this  dinner.   Will 
you  handle  it?"   I've  often  wondered  whether  he  had  planned  it 
that  way.   [laughter] 

Nathan:   That's  an  interesting  question. 

Grether:   Because  Sproul  was  a  very  shrewd  man- -very  astute  in  strategic 
matters,  especially;  a  great  president  in  many  ways,  and  this 
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might  have  been  one  example  of  it.  He  actually  had  done  the 
right  thing,  because  I  knew  all  the  people  on  both  sides. 


Nathan:   I  wondered  about  that, 
the  people. 


You  were  in  the  chair  and  you  also  knew 


Gr ether:   I  knew  the  academic  people;  they  were  all  friends  of  mine.   I 
knew  the  people  from  business.   It  was  kind  of  amusing.  What 
happened  then  was  that  I  seated  them,  when  we  got  to  the  dining 
room,  alternately --one  professor,  one  man  from  business.   After 
we'd  had  our  meal,  I  rose  and  said,  "I  understand  there's  been 
some  misunderstanding- -at  least  difference  of  op in ion --among 
some  people  in  the  room.   In  this  country  we  believe  in  open 
forum  and  open  discussion,  so  I  think  it  would  be  very  helpful 
if  the  people  from  business  would  indicate  the  problem  as  they 
see  it."   I  didn't  warn  my  colleagues  on  the  academic  side  that 
I  was  going  to  call  on  them,  too,  because  I  knew  they  could 
always  make  a  speech.   [laughter] 

I  didn't  know,  by  the  way,  that  the  business  people  had  met 
the  day  before  and  had  planned  speeches;  so  I  was  right  on  the 
beam.   Also,  they'd  stopped  on  the  way  over  and  gotten 
fortified.   [laughter]   They  were  in  very  good  shape. 

They  arose  and  gave  their  views  as  to  why  they  thought  this 
would  be  a  great  mistake  in  public  policy.  The  one  man  I 
thought  had  the  most  difficult  time  was  the  agency 
representative  for  the  Boeing  Company,  which  was  making  only  war 
materials,  and  yet  they  were  advertising  to  consumers.   His 
argument  was  that  they  had  to  keep  their  name  alive  before  the 
public  for  the  postwar  period.   The  man  who  had  no  trouble  at 
all  was  the  advertising  manager  of  the  Safeway  Company.   He 
said,  "We  have  goods  to  sell,  and  we  have  to  announce  to  the 
public  the  prices  at  which  they're  available,"  and  so  on;  there 
was  no  problem  there.   But  in  between,  there  was  a  broad  gamut 
of  opinion. 

After  that,  I  said,  "Would  any  member  of  the  faculty  like 
to  say  something?"  We  went  right  around  the  table,  and  they 
gave  their  views  as  to  why  they  signed  this  petition  and  so  on. 
Then  everybody  shook  hands  and  went  home;  that  was  the  end  of 
it.   I  think  this  was  a  very  good  thing  Sproul  set  up  there, 
but  I  was  certainly  caught  in  between.   [laughter] 

To  me  it  indicates,  again,  the  thing  I  mentioned.   This  was 
done  by  the  trade  association  executive;  his  clients  came  along 
and  the  people  supporting  him.  This  was  very  basic --beware,  so 
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to  speak,  of  the  trade  association  executive  who's  protecting 
the  interests  of  his  constituency. 

Nathan:   Very  interesting,  yes.  Can  I  go  back  a  moment  to  the  people  who 
were  trying  to  get  your  files  for  the  grand  jury- -they  were 
Treasury  men? 

Grether:  Department  of  Justice.  There's  a  San  Francisco  office  of  the 
Department  of  Justice ,  and  they  came  from  that  office . 

Nathan:   I  see.   So  what  ever  happened  in  that  situation? 

Grether:  As  I  mentioned,  I  had  written  to  Thurman  Arnold  and  so  on. 
Nothing.   They  never  replied.   I  assume  that  signals  were 
changed.   But  at  least  the  precedent  was  established  in  this  one 
case.   This  would  be  an  enormously  bad  situation  with  respect  to 
files- -especially  files  of  field  interviews.   It  would  be  one 
thing  if  I  just  sat  in  my  study  and  drew  models  and  read  the 
literature,  but  when  I  go  out  and  tell  people,  "I'm  talking  to 
you  confidentially;  these  files  are  marked  'confidential',"  I 
consider  that  the  scholar  is  in  the  same  role  as  the  doctor  or 
the  clergyman  or  the  psychiatrist,  speaking  of  getting  access  to 
the  files. 


Role  of  the  Academic  Researcher 


Grether:   I  hope  I  helped  make  this  clear  —  the  role  of  the  academic 

researcher,  especially  if  he  wants  to  get  support  and  access. 
This  has  its  difficulties.   I  found  that,  in  going  out  like 
this,  I  made  friends,  and  they  thought  since  we  were  talking  on 
a  friendly  basis,  that  I  would  probably  be  on  their  side.   So 
when  the  research  results  started  coming  along,  it  did  create 
some  shocks  sometimes.   After  all,  I  took  the  results  and  gave 
them  my  interpretation  and  also  related  it  back  again,  went  back 
to  the  framework  of  economic  theory.   This  stands  out  clearly  in 
the  book  published  by  the  Oxford  Press;  and  also,  at  the  end, 
there's  a  chapter  that  relates  it  to  legal  developments.   This 
is  something  that  came  through  very  clearly  there. 

There  are  some  very  interesting  things  that  emerge  here. 
For  instance ,  at  that  time  in  the  local  drug  and  pharmaceutical 
association  there  was  a  man  named  Phillips.   He  and  his  wife 
were  running  the  association,  and  I  got  very  friendly  with  them 
and  we  became  good  friends.   But  they  were  very  upset,  I  think, 
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when  some  of  the  research  results  started  coming  along;  they 
didn't  quite  support  the  view. 

He ,  for  example ,  had  the  habit  during  that  period  of 
publishing  the  prices  in  chain  stores  monthly  to  be  distributed 
widely  throughout  the  trade.  This  was  open.  Why  was  it  done? 
He  said,  "Because  if  I  don't  do  this,  everybody's  going  to  call 
these  stores  and  get  their  prices,  because  they  have  to  know 
what  they  are;  this  saves  them  all  that  trouble,  and  they're 
glad  to  cooperate.*  But,  you  see,  it  also  suggests  that  this  is 
the  basis  for  maybe  some  broader  types  of  understandings  and 
relationships.   I  suspect  he's  quite  honest;  this  was  in  order 
to  help  the  members  in  deciding  how  they  should  price  in 
relation  to  chain  store  competition.   Chains  knew  that  if  they 
didn't  get  it  that  way,  they  would  be  pestered  by  a  lot  of  calls 
or  a  lot  of  pseudo -  shoppers . 


What  the  Robinson-Patman  Act  Permits 


Grether:   This,  of  course,  as  you  know,  has  been  very  common  in  department 
stores;  they  always  have  done  comparative  shopping  against  each 
other  in  order  to  keep  their  prices  in  proper  relation.  And 
it's  also  allowed  under  the  Robinson-Patman  Act,  it's  worth 
recording.   That  is,  under  the  Robinson-Patman  Act  one  can  call 
a  competitor  and  verify  the  price  that  someone  alleges  that 
they've  quoted,  so  that,  if  you  meet  that  price,  then,  you  have 
a  protection  under  the  Robinson-Patman  Act  through  this  process 
of  price  verifications.   It's  really  quite  a  difficult  business, 
because  it  means  that  you  can  talk  to  your  competitor  at  this 
level,  whereas  it's  completely  taboo  for  you  to  talk  to  him 
about  prices  where  there's  any  basis  for  thinking  that  you  were 
agreeing  on  prices. 

Nathan:   After  the  fact,  you  can  verify  what  he's  doing? 

Grether:   Only  under  the  Robinson-Patman  Act.   Now,  what  this  means  is 

that  under  the  Robinson-Patman  Act  you  must  justify  differences 
in  prices  as  between  customers  in  the  same  market  who  are 
competitors,  either  through  cost  justification  or  cost 
differences,  or  in  competition;  this  would  be  under  the  latter 
proviso.   That  is,  you  reduced  your  price  in  this  particular 
case  because  somebody  else  gave  him  a  lower  price;  but  you  want 
something  in  the  file  (the  lawyers  are  very  careful  about  this) 
so  you  can  prove  that  you  were  operating  legally  under  the 
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Robinson- Patman  Act.  In  doing  that,  if  necessary  you  can  call 
your  competitor  to  verify  with  him,  so  you  can  put  that  in  the 
file  as  protection. 

What  this  involves  is  that  you  have  two  threats.   One  is  a 
government  action,  and  the  other  is  a  private  action  for 
damages .   These  private  actions  in  recent  years  have  become  much 
more  important  than  the  government  actions. 

Nathan:   Would  the  private  actions  be  brought  on  behalf  of  one  of  your 
competitors? 

Grether:  Yes.   One  of  the  competitors  says,  "Look,  you  gave  a  lower  price 
than  me ,  and  this  has  damaged  me . " 

Nathan:   Right.   And  so  he  would  sue  you  for  that? 

Grether:   He  can  get  triple  damages  if  it's  a  violation.   So  they're  very 
careful  to  protect  themselves  against  these  types  of  actions. 
In  fact,  anti- trust  (if  we  go  into  this)  has  gotten  to  be  a  very 
complicated  labyrinth  of  regulations  and  procedures,  some  of 
them  that  really  run  contrary  maybe  to  the  whole  spirit  of 
maintaining  a  competitive  situation.   You  notice  what  this 
Robinson- Patman  thing  does --it  immediately  acts  as  a  restraint 
upon  pricing,  in  order  to  protect  a  firm  against  the  risk  of 
these  private  actions  or  governmental  actions. 

I  think  that's  as  far  as  I  probably  should  go  in  these 
terms,  because  then  eventually  I  shifted  in  some  other 
directions,  although  this  was  a  continuing  interest.   I  couldn't 
shake  it;  I  gave  some  lectures  and  I  would  occasionally  do  a 
paper,  but  I  began  shifting  in  some  other  directions  after  this. 
It  was  reflected  in  my  teaching,  which  we  probably  should  pick 
up  next  time,  unless  you  want  to  start  that  now.   What  do  you 
think?  Shall  we  wait  till  next  time? 

Nathan:   Maybe  that  would  be  good. 


Reality  and  Field  Research 


Grether:   My  teaching  interests  began  to  shift  a  bit,  and  that  reflected 
some  shift  also  in  my  research  interest. 

Nathan:   Yes.   They  do  fit,  don't  they? 
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Grether:   Yes.   All  of  this,  of  course,  was  reflected  in  my  teaching- -what 

I've  been  talking  about  here.  Now,  in  fact,  the  students  like 

it  because  they  say  they  feel  they're  dealing  with  what  you  may 
call  real  situations. 

During  this  early  period,  for  example,  there  was  a 
professor  in  this  field  in  the  Law  School  (I've  forgotten  his 
name  now) ,  and  he  and  I  would  exchange ;  he ' d  have  me  come  to  his 
Law  School  class  and  give  them  the  business  reasons  for  this 
sort  of  behavior:  What  does  business  want,  and  why  do  they  do 
this?  Then  he'd  come  to  my  class  and  interpret  the  law,  you 
see;  it  was  very  nice.   His  name  was  McChesney,  come  to  think  of 
it. 

His  law  students  would  tell  me  that  I  was  very  helpful  to 
them  because  they  didn't  understand  why  business  was  doing  some 
of  these  things,  and  I  made  the  point,  by  going  out  to  them,  to 
find  out  what  their  motivation  was.   Sometimes  it  wasn't  quite 
as  simple  to  unravel. 

Nathan:   Perhaps  one  more  question,  if  you're  in  the  mood.   When  you 

would  go  out  into  the  field  and  talk  to  people  in  business,  were 
you  asking  their  motivations,  their  reasons?  What  sorts  of 
things  did  you  ask  them? 

Grether:   Yes,  I  would  ask  them  what  their  views  were.   I'd  try  to  find  a 
leading  question,  too,  so  they  would  start  talking  freely.   I 
find  most  people,  unless  they're  worried  about  you- -that  they 
might  get  in  trouble- -are  just  delighted  to  talk  about  what 
they're  doing.   I  think  this  is  really  something  well  worth 
knowing  for  people  who  want  to  go  out  in  the  field,  because, 
after  all,  this  is  what  they're  doing  every  day  and  they  want  to 
sit  down  and  tell  you  about  it. 

By  the  way,  while  we're  talking  about  this  sort  of  thing,  I 
think  I  should  put  one  more  thing  into  this  discussion.   It  is 
in  a  sense  related  to  this.   Here's  a  little  volume  called  The 
Relation  of  Government  to  Business,  by  M.  L.  Requa,  published  by 
MacMillan  in  1925. 

When  I  was  a  graduate  student,  Ira  Cross  or  someone  said  he 
had  a  call  from  the  History  Department,  who  had  a  call  from  this 
gentleman  who  wanted  someone  to  do  some  library  research  in 
connection  with  a  book. 

Nathan:   And  which  gentleman  was  that? 
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Grether:  Mark  L.  Requa.   I  went  out  to  see  Mr.  Requa,  and  it  turned  out 
that  I  did  work  with  him  for  a  while  in  connection  with  his 
book.   Mr.  Requa  was  a  very  close  friend  of  Herbert  Hoover.   He 
had  been  petroleum  administrator,  for  example,  at  one  time,  and 
he  was  active  in  the  petroleum  industry.  The  reason  1  mention 
this  is  because  he  was  a  strong  proponent  of  voluntary  self- 
regulation.  He  was  a  Republican,  working  with  Hoover  on  the 
Republican  side,  and  this  is  really  the  same  type  of  thing  that 
emerged  in  the  NRA  when  we  had  a  Democratic  administration.   I 
mention  that  because  it's  not  a  matter  of  politics;  this  is  a 
matter  of  something  deeper. 

I  learned  one  or  two  things  that  were  very  helpful  to  me. 
Mr.  Requa,  by  the  way,  lived  out  in  Piedmont,  and  I  was  in 
Berkeley,  and  there  wasn't  good  transportation.   So  I  would  meet 
his  chauffeur  at  the  Oakland  Technical  High  School,  and  he  would 
take  me  up  to  give  my  report  on  the  results  of  my  library 
research.   This  was  a  little  different  environment  than  that 
which  a  graduate  student,  you  see,  normally  gets  into. 

One  night  I  was  up  at  his  study,  and  I  noticed  a  book  on 
his  desk  that  we  had  discussed  with  Dr.  Peixotto  also.   It  was 
Sidney  and  Beatrice  Webb's  The  Decay  of  Capitalistic 
Civilization,  and  I  was  interested  to  see  this  on  Mr.  Requa 's 
desk.   I  said,  "Mr.  Requa,  what  do  you  make  of  this?"   I  still 
recall  his  reply  exactly  as  he  gave  it  to  me:   "It's  the  God- 
damnedest  piece  of  foolishness  I've  ever  read  in  my  life."  I 
thought  this  was  exceedingly  interesting  in  terms  of  what's 
happened  in  the  world  since  then.   [laughter] 

Also,  there's  a  chapter  in  Requa 's  book- -a  very  important 
chapter,  I  would  judge,  because  it's  number  two  —  called 
"Paternalism,  Communism  and  Individualism."  This  consists 
entirely  of  research  notes  that  I  prepared  for  him  and  gave  him. 
I  didn't  think  he'd  publish  them;  that  is,  I  thought  this  was 
merely  for  his  background.  He  took  them  without  any  editing  at 
all  and  made  a  chapter.   My  name  does  not  appear  in  this  book, 
by  the  way,  and  I  learned  something  here:   there's  a  different 
ethic,  I  would  judge.   If  you're  a  businessman,  you  buy  somebody 
to  work  with  you;  he  paid  for  my  time,  but  he  gave  me  no  credit 
in  a  footnote. 

Nathan:   Not  in  acknowledgements  or  anything. 

Grether:   So  this  is  my  first  publication;  my  name  does  not  appear  on  it. 
[laughter] 
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Nathan:   You're  immortal  but  anonymous. 

Grether:  That's  right.  But  it  was  a  very  interesting  experience  for  a 
graduate  student  at  this  stage. 

Nathan:   Right.  Had  you  done,  let's  say,  private  consulting  work  while 
you  were  doing  academic  research? 

Grether:  Not  in  the  area  of  fair  trade  or  resale  price  maintenance.   1 

was  very  careful,  since  I  wanted  to  be  established  as  a  research 
scholar  in  this  field,  to  have  no  entanglements.   1  tried  to 
keep  myself  entirely  in  between  the  parties  to  the  controversy. 
Now,  this  is  not  true  in  some  other  areas.   In  recent  years  I've 
done  a  great  deal  in  private  work,  both  on  the  government  side 
and  on  the  private  side  on  special  issues.   But  during  this 
whole  period  I  was  entirely  free  from  any  relationships  of  this 
sort.   In  fact,  the  Celler  Committee  thing,  I  think,  would  have 
been  about  the  first  thing  of  this  sort,  if  I  had  done  that. 
But  that  I  consider  to  be  in  the  public  service;  this  would  have 
been  an  interpretation  for  the  benefit  of  the  committee. 

Nathan:   Would  you  say,  then,  that  it  relates  to  the  sensitivity  of  the 
issue,  whether  you  can  participate? 

Grether:  Yes,  I  think  so.  Also,  there's  another  problem  here.   I  take 
the  view  that  I  have  only  two  things  to  offer,  and  I  can  offer 
them  either  to  the  public  side  or  to  the  private  side  if  they 
want  it:  objective  analysis  and  a  basis  for  understanding.   If  I 
have  something  to  contribute,  this  can  be  done;  then,  if  it 
isn't  helpful,  it  can  be  torn  up  and  thrown  in  a  waste  basket. 
I've  had  friends  who  won't  do  anything  for  the  government 
because  they're  only  happy  working  on  the  side  of  the  private 
interests,  and  others  are  vice  versa.   I  respect  them  both,  but 
my  view  had  been  that  I  can  do  the  analysis;  let  the  chips  fall 
where  they  may. 

In  this  way,  I  have  gotten  access  to  an  enormous  insight 
into  what  goes  on  in  both  government  and  private  business.   We 
can  discuss  that  at  some  time.   This  to  me  is  a  mine  of 
material.   I've  often  said  that  I  ought  to  have  paid  them  rather 
than  accepting  their  fee.   [laughter] 

Nathan:   You're  rather  a  remarkable  expert;  some  experts  aren't  aware 
that  they  can  learn. 

Grether:   Each  time  I  learned  something;  it's  amazing,  yes.   I  get  really 
excited  when  I'm  asked- -for  example,  when  X  problem  arises  (I've 
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got  two  or  three  of  them  now  that  I  won't  talk  about  because 
they're  going  on  right  now),  the  firms  will  open  up  and  give  me 
what  I  want.   It's  one  way  to  get  inside  a  business  enterprise 
to  see  how  they're  organized  and  how  they  operate,  how  and  why 
they  made  certain  decisions.  My  view  is  that  increasingly  this 
is  going  to  happen  in  public  regulation;  it's  going  on  now,  but 
it'll  become  more  highly  formalized.   Executives  will  be 
expected  to  explain  basic  decisions  in  terms  of  the 
circumstances  of  the  decision. 

Nathan:   Explain  to  the  stockholders  or  to  the  community? 

Grether:   They  ought  to  be  able  to  explain  to  stockholders.   Also  1  think 
that  in  these  cases  there  are  so  many  private  and  public  actions 
against  firms  now.   Take  the  IBM  case.   This  is  a  copy  of  the 
pre-trial  brief  of  the  defense  in  the  IBM  case;  I  just  read  it 
with  very  great  interest,  but  this  now  is  opening  IBM  for 
examination,  so  to  speak. 

Nathan:   Is  this  the  case  they  finally  won? 

Grether:   No,  no.   This  is  the  government  action.   I'm  not  speaking  of  the 
Telex  case;  that  would  not  be  appealed.   No,  this  is  the 
Department  of  Justice  action  against  IBM.   I  hope  that'll  go 
through  to  trial,  because  I  think  we  need  to  get  better 
precedents  established  in  relation  to  large,  successful 
corporations  like  IBM.   I  noticed,  looking  at  this,  that  I  have 
friends  on  both  sides  of  this  action  being  employed  as 
economists.   It  will  be  very  interesting  to  see  what  this  record 
finally  produces . 

I  myself  have  done  this  sort  of  thing.   For  example,  I  was 
involved,  as  I  think  I  mentioned,  in  the  Broad- Spectrum 
Antibiotics  case  that  the  attorney  general  of  California  had 
working  with  other  economists.   But  in  all  these  cases,  what  I 
learn  is,  I  think,  most  important  of  all,  perhaps,  in  terms  of 
improving  insights  and  getting  better  bases  of  judgment.   I  find 
that  I'm  gradually  shifting,  but  we'll  get  to  that  in  the 
future,  especially  in  this  area  of  the  large  oligopolies  and  the 
broadly  diversified  firms.   That's  another  big  area. 
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Coaching  Debaters  (1927-1928) 
[Interview  3:   February  21,  1975 ]## 


Nathan:   You  were  just  saying  that,  among  your  other  activities,  you  had 
been  a  debating  coach  on  the  campus? 

Grether:   I  don't  quite  recall  how  it  happened,  but  for  a  couple  of  years 
in  the  1920s  I  was  debating  coach.   During  that  period,  the  ASUC 
employed  the  debating  coach.  As  1  recall,  1  was  paid  $1,000  per 
year;  probably  this  is  why  I  took  the  appointment.   Even  more 
surprising  was  that  it  came  to  me,  except  that  I  had  been  a 
debater  in  my  college  career,  and  somehow  this  must  have  gotten 
around  here. 

I  would  like  to  check  on  this  debating  coach  period.   I'm 
able  to  check  my  records,  and  I  discover  that  1  was  debating 
coach  for  the  entire  year  1927-28,  and  for  the  preceding  spring 
semester--in  other  words,  for  a  three-semester  period.   But  in 
talking  to  Garff  Wilson,  who  was  one  of  the  debaters  during  this 
time,  he  tells  me  that  I  followed  Arnold  Perstein  rather  than 
the  reverse.   Then  after  I  was  debating  coach,  Charles  Gulick 
had  it. 

So  I  called  up  Charlie  yesterday,  and  he  said,  "No,  there 
was  a  year  interlude."   I  can't  recall  who  came  in  there. 
Anyway,  after  this  period  when  people  like  myself  and  Charles 
Gulick  were  debating  coaches,  it  was  shifted  into  the  Speech 
Department,  and  Gerald  Harsh  took  it  over  and  held  it  for  many 
years.   I  can't  consult  with  Gerry,  because  unfortunately  he 
died  just  in  the  last  two  or  three  weeks. 

It's  interesting  to  look  back  upon  this  period  to  discover 
that  almost  all  the  people  who  were  on  the  debating  team  became 
very  prominent  citizens  of  the  State  of  California.   For 
instance,  to  recall  a  few,  Garff  Wilson  on  this  campus,  whom  I 
saw  yesterday  at  the  Faculty  Research  Lecture  because  he  now 
handles  all  public  ceremonies;  Louis  Heilbron,  who's  a  prominent 
lawyer  and  for  years  was  chairman  of  the  board  of  trustees  of 
the  state  college  system;  George  Moncharsh,  who  is  a  lawyer  also 
and  very  active  in  Democratic  politics;  Bernie  Witkin,  who  for 
years  has  been  preparing  the  review  materials  for  people 
preparing  for  the  bar  in  the  state.   In  a  sense,  most 
interesting  of  all  was  a  young  woman  named  Madeleine  Lachman, 
whom  we've  known  for  many  years  now  as  the  wife  of  Roger 
Traynor.   She  was  very  charming,  intelligent  and,  by  the  way,  a 
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very  effective  debater.  Those  are  the  ones  I  think  of  just  now, 
but  there  were  others  also. 

Speaking  along  this  line,  I  had  the  pleasure  during  the 
year  of  having  a  dinner  guest- -Professor  Sheldon  Taft,  who  was 
on  the  faculty  of  the  Chicago  Law  School  all  his  professional 
life.  He's  now  teaching  at  Hastings  in  San  Francisco.  He  and  I 
were  on  the  debating  team  of  the  University  of  Nebraska,  and  we 
recall  that  we  debated  the  closed  shop  against  Iowa.  During 
that  period  in  Nebraska,  the  debating  teams  were  always  in  the 
hands  of  the  law  students  or  pre-law  students,  but  it  was  an 
open  competition,  so  I  tried  it  as  an  economics  student.   (It's 
another  evidence  of  how  all  my  life  I've  been  working  with 
lawyers;  I  found  myself  on  teams  entirely  with  law  students.) 
It  was  a  very  interesting  experience  in  one  respect,  because  at 
that  time,  at  least  in  American  universities,  debating  was  taken 
very  seriously;  it  was  a  research  exercise.   We  prepared  very 
carefully,  and  kept  very  elaborate  records.   Then  there  were 
judges  who  voted. 

Later  on,  when  I  was  debating  coach  here  on  this  campus,  we 
debated  the  University  of  Cambridge,  England.   The  British 
debaters  had  a  very  light  touch;  they  didn't  like  to  take 
serious  subjects.   In  any  event,  they  didn't  like  a  great  deal 
of  preparation.   They  preferred  to  depend  upon  wit  and  humor, 
repartee,  and  a  general  freedom  of  movement  on  the  platform. 

; 

This  created  a  real  problem  for  me  as  debating  coach, 
because  immediately  our  debaters  felt  this  was  to  be  preferred. 
I  remember  Bernie  Witkin  especially  didn't  see  any  sense  in 
doing  this  very  elaborate  research  on  important  issues;  he'd 
much  rather  get  up,  he  said,  and  talk  more  freely  in  a  more 
light-hearted  manner  than  had  been  the  custom  of  American 
universities.   In  any  event,  I'm  sorry  to  see  that  this  form  of 
activity  has  not  held  up  as  well  as  some  other  activities, 
because  it  was  a  wonderful  training  experience  for  people 
involved  in  it. 

Nathan:   Did  you  have  any  personal  preference  of  the  two  styles- -the 
earnest  or  the  witty? 

Grether:   I  preferred  the  more  serious  research  approach,  although  I  don't 
mind  wit  and  humor.   But,  in  fact,  I  resented  it  a  bit  that  our 
students  didn't  want  to  work  as  hard  as  I  thought  they  should  in 
terms  of  preparation  in  the  library  and  so  on. 

Nathan:   Were  there  rather  formal  rules  for  these  competitions? 
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Grether:  Oh,  yes.  During  that  period  there  were  very  formal  rules,  and 
materials  prepared  sometimes.  There  was  a  great  problem  of 
obtaining  judges  who  would  render  the  decisions.   It  was  a 
rather  amazing  performance.  At  the  University  of  Nebraska,  the 
debating  instructor  was  a  professor  named  Fogg,  and  he  really 
cracked  the  whip  over  all  of  us;  it  was  a  very  useful 
educational  experience . 

Nathan:   You  mentioned  Madeleine  Lachman;  was  she  the  only  woman? 

Grether:  There  was  another  one,  but  I  can't  recall  her  name  just  now; 

perhaps  I  can  find  some  records.   There  were  only  two  women.   It 
was,  again,  chiefly  boys  who  were  headed  for  law  that  came  out 
for  debating. 

Nathan:   Very  interesting.   You  had  been  a  student  here  and  had  an 
appointment,  and  then  went  back  to  Nebraska,  and  came  here 
again.   You  were  still  developing  your  major  interests? 

Grether:  Yes,  that's  right. 


Some  Significant  Persons 


Grether:   If  you  don't  mind,  as  I  recall  our  discussions  of  my  graduate 
period,  I'd  like  to  mention  two  or  three  other  people.   I  want 
to  do  this  because  yesterday  I  was  reminded  of  one  of  them.   I 
attended  the  Faculty  Research  Lecture  by  Professor  Bouwsma  of 
the  History  Department,  and  the  list  of  all  the  faculty  research 
lecturers  was  put  in  our  hands.   I  noticed  that  in  1924  it  was 
given  by  Professor  Carl  C.  Plehn  in  economics.   It  so  happens 
that  he  is  the  only  representative  of  economics  over  the  entire 
period,  beginning  in  1913  to  the  present,  who  represented  this 
particular  field. 

Nathan:   Can  you  explain  to  me  how  the  faculty  research  lecturer  is 
selected? 

Grether:   I  assume  he  is  selected  by  the  previous  lecturers,  but  I've 

never  been  involved  in  this  process.  Many  of  them,  of  course, 
are  still  alive;  many  were  there  yesterday  and  were  introduced 
by  the  chancellor.   I  assume  it's  self -perpetuating,  because 
they  report  then  to  the  Academic  Senate;  it's  a  senate  selection 
process.   It's  considered  to  be  the  highest  honor  that  the 
Berkeley  faculty  can  vote  to  a  member. 
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Nathan: 


Gr ether: 


The  mere  fact  that  only  one  economist  has  appeared  in  all 
these  years  indicates,  of  course,  the  wealth  of  resources  on 
this  campus- -the  large  number  of  disciplines  and  the  enormous 
number  of  productive  research  scholars  who  have  something 
worthwhile  to  say.   It's  rather  an  amazing  thing  to  look  at  this 
and  see  the  fields  represented  over  the  years . 

Professor  Plehn  was  also  the  first  member  of  our  faculty  to 
be  president  of  the  American  Economics  Association.   Later  on, 
Howard  Ellis  became  president,  and  this  year  Robert  A.  Gordon  of 
Economics  is  president  of  the  American  Economics  Association. 
Plehn  was  one  of  my  teachers .  He  was  a  very  formal  type  of 
teacher,  trained  largely  in  Germany.   (That  was  common  at  that 
time.   For  example,  Professor  Hatfield  in  accounting  had  also 
had  some  work  in  Germany.) 

I  suppose  one  would  consider  Plehn  to  be  of  the  old  school 
because  he  was  relatively  formal,  and  he  lectured  from  notes 
very  carefully.   I  recall  that  one  time  in  his  class  on  the 
history  of  economic  thought  he  opened  his  papers  and  said,  "I 
didn't  bring  along  the  papers  for  today,"  and  dismissed  the 
class;  he  had  nothing  to  say  without  his  notes.   [laughter]   To 
me  that  was  rather  an  amazing  situation;  we  could  at  least  have 
had  a  little  informal  discussion. 

In  another  seminar  with  him,  I  discovered,  along  with 
other  graduate  students,  that  if  one  would  ask  him  questions,  he 
was  literally  a  mine,  a  storehouse  of  information.   So  we  did 
that  a  great  deal,  and  we  got  him  away  from  his  formal 
presentation  in  that  particular  manner. 

He,  by  the  way,  along  about  1915,  had  been  employed  by  the 
governor  and  legislature  to  recommend  basic  revisions  of  the  tax 
system  of  the  State  of  California.   So  he's  a  very  important 
figure  in  the  field  of  public  finance  and  economics.   He 
represents  in  a  sense  something  that  has  existed  right  from  the 
start  in  our  faculty  of  economics,  and  also  in  business --that 
is,  the  high  quality  of  people  involved.   Later  on  I'd  like  to 
discuss  the  history  of  this  whole  program  and  some  of  the  people 
in  greater  detail  as  a  background  for  my  work  as  dean. 

You're  speaking  now  of  the  development  of  the  Economics 
Department? 

And,  later  on,  of  the  School  of  Business.   The  Economics 
Department  was  the  basic  personnel  unit  for  handling  the  core 
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faculty  for  the  College  of  Commerce  which  was  established  in 
1898. 

Later  on,  in  1942,  a  department  of  Business  Administration 
was  established  at  my  recommendation,  and  I  became  its  first 
chairman.   We'll  get  into  that  eventually.   And  at  that  point  I 
would  like  to  go  back  and  indicate  the  nature  and  the  origins  of 
the  work  in  commerce,  economics,  and  the  kinds  of  people 
involved,  because  we  were  very  fortunate;  there  were  some  very 
able  people  who  became  national  and  international  scholars  and 
leaders.  This  has  set  a  pattern,  I  think,  for  work  in  this 
field.  Of  course,  it's  typical  of  the  Berkeley  campus;  this  is 
what  made  the  Berkeley  campus  famous,  of  course --the  high 
quality  of  people  who  have  been  involved. 

By  the  way,  Benjamin  Ide  Wheeler  had  a  great  deal  to  do 
with  this,  looking  back  upon  it.  He  no  doubt  was  somewhat  of  a 
dictator,  but  he  used  this  authority  which  he  obtained  from  the 
Regents  to  bring  in  very  able  people;  he  must  be  given  a  great 
deal  of  credit  for  what  has  taken  place  in  the  Berkeley  campus. 

Another  thing  I  perhaps  ought  to  refer  back  to  before  we 
get  into  whatever  you'd  like  to  have  me  discuss  today,  is  that  I 
mentioned  the  interest  in  what  you  may  call  the  "real  world" 
during  the  graduate  student  days  and  also  my  early  teaching 
period.   One  evidence  of  this,  during  my  period  as  a  graduate 
student,  was  the  strong  interest  in  a  little  book  called  An 
American  Idvll.  written  by  Cornelia  Stratton  Parker.   Her 
husband  [Carleton]  had  been  on  the  Economics  Department  faculty 
here  briefly,  and  then  he  was  given  an  appointment  as  chairman 
of  economics  and  dean  of  the  College  of  Business  Administration 
at  the  University  of  Washington  in  Seattle. 

The  important  thing  is  that  he  was  Paul  Taylor's 
predecessor.   I  checked  with  Paul  yesterday,  and  Paul  did  not 
know  him  but  was  greatly  influenced  by  him  because  he  had  gone 
out  into  California's  labor  movement  during  the  very  turbulent 
period  of  the  IWW  and  so  on  and  so  on,  and  studied  these 
developments  first-hand  and  made  quite  a  reputation.   He  wrote  a 
few  papers  before  he  died;  they  are  published  in  a  volume  of 
essays  dealing  with  casual  labor. 

In  addition  to  this,  he  apparently  was  an  extraordinary 
teacher  and  attracted  students  to  him  in  a  very  unusual  manner 
compared  to  the  more  traditional  types  of  instructors. 
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In  any  event,  at  his  death  his  wife  wrote  this  little 
volume,  An  American  Idvll.  depicting  his  life  and  his  work  and 
their  experience  together,  not  only  in  Berkeley  and  Seattle,  but 
when  they  traveled  in  Europe.  This  had  an  enormous  influence 
upon  our  graduate  group  at  the  time,  especially  in  the  re- 
emphasis  again  of  getting  in  touch  with  the  field,  so  to  speak. 

For  example,  in  Jessica  Peixotto's  class,  it  was  suggested 
that  we  go  down  and  visit  meetings  of  the  IWW  in  Oakland,  and 
Carrie  Virginia  Maclay,  who  later  became  my  wife,  and  I  did  go 
down  one  time.   I  still  recall  [laughing]  the  kind  of  speeches 
that  we  heard  down  there --rather  extraordinary  speeches  by 
people  who  were  obviously  thoroughly  enjoying  this  experience  of 
having  an  audience.   One  man,  I  recall,  referred  to  California 
as  the  land  of  fruit,  flowers,  rheumatism,  and  criminal 
syndicalism.   [laughter]   There  was  always  a  great  deal  of  wit 
running  through  the  talks  by  members  of  the  group . 


Graduate  Students  and  the  Real  World 


Grether:   Among  our  teaching  fellow  group  there  was  a  man  named  Towne 
Nylander;  his  thesis  dealt  with  the  hobo.   He  went  out  and 
literally  lived  with  the  hobos --learned  their  language,  their 
jargon,  and  did  a  thesis  based  upon  months  of  roaming  around. 
He  used  to  regale  us  hours  on  end  with  his  anecdotes  about  some 
of  his  experiences  (which,  if  it  seemed  important,  we  could  put 
into  the  record  sometime,  but  I'm  not  sure  we  should  do  it  now). 
It  again  reflected  the  spirit  and  attitude  among  the  graduate 
students  who  wanted  to  reach  out  and  have  direct  contact  with 
what  was  going  on,  especially  in  the  labor  field. 

Nathan:   Was  there  any  resistance  on  the  part  of  other  faculty  members  to 
this  kind  of  reaching  out  into  what  I  suppose  could  be  thought 
of  as  a  nonacademic  aspect  of  life? 

Grether:   I  think  there's  always  a  bit  of  feeling  between  what  you  may 
call  the  more  academic,  traditional  scholar  and  the 
nontraditional.   This  runs  through  Cornelia  Stratton  Parker's 
writing;  I  think  she  and  her  husband  felt  they  were  in  a  bit  of 
a  rebellion  against  the  traditional  formalities  of  academic 
life. 

Nathan:   Had  you  ever  met  Carleton  Parker? 
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Grether:   No,  and  neither  had  Paul  Taylor.   Parker  had  left  Berkeley 
before  we  arrived,  and  then  he  died  at  a  very  young  age  in 
Seattle .   But  he  apparently  had  enormous  influence .   Ira  Cross 
named  his  second  son  Carleton. 

Nathan:   So  when  you  began  teaching  as  a  rather  permanent  member  of  the 
Berkeley  faculty,  you  already  had  received  these  real  world 
influences? 

Grether:  This  was  very  strong  in  the  graduate  group.  As  I  mentioned  last 
time,  I  always  have  maintained  a  strong  interest  in  formal 
economic  analysis- -formal  theory.   Carl  Parker  and  others  very 
much  discarded  it,  because  if  you  look  at  his  book,  he  was  very 
critical,  especially  of  the  assumptions  in  economic  theory 
concerning  human  motivation.   In  fact,  he  wrote  an  essay  about 
it. 

This  was  very  common  during  that  period,  if  you  go  back 
into  the  literature.   That  is,  there  was  a  strong  swing  towards 
behavioral  types  of  psychological  analysis.   I  noticed  he 
referred  to  John  B.  Watson,  and  had  strong  criticism,  say,  of 
the  hedonistic  assumptions  of  economic  man  and  so  on,  that  lie 
at  the  base  of  much  of  economic  theory.   I  always  wanted  to 
relate  my  work,  if  possible,  to  the  body  of  economic  analysis. 
As  I  mentioned  earlier,  my  hope  was  that  my  own  explorations  of 
the  market  could  then  illuminate  economic  analysis  rather  than 
move  away  from  it.   So  far  as  I'm  concerned,  I've  had  a  deep 
source  of  satisfaction  in  working  this  way. 

Nathan:   If  you  made  (as  I  gather  you  did)  a  deliberate  decision  not  to 

abandon  formal  analysis  in  favor  of,  let's  say,  experience,  what 
was  in  your  mind?  Why  did  you  feel  that  you  needed  both? 

Grether:  This  runs  through  my  writings.   In  fact,  I  put  it  this  way 

sometimes:   that  one  needs  swimming  lessons  before  one  jumps 
into  a  swimming  pool  or  into  a  lake.   That  is,  economic  theory, 
if  nothing  else,  gives  us  swimming  lessons  for  entering  the  real 
world.   In  other  words,  it  indicates  certain  fundamentals, 
certain  elements  that  are  useful.  Vithout  that  there  seems  to 
be  a  risk  that  one  will  disappear  in  the  welter  of  the  real 
world  and  never  emerge  again. 

I  think  this  is  okay  so  far  as  I'm  concerned,  because  I've 
watched  economic  analysis  become  more  realistic  and  change  its 
assumptions  over  the  years.   This  is  a  continuing  process.   I'm 
happy  to  participate  in  that  process.   I  have  friends  who  take 
just  the  opposite  position. 
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For  instance,  I  collaborated  on  a  volume  with 
Professor  Roland  S.  Vaile  (now  deceased)  up  at  Minnesota,  and 
Professor  Reavis  Cox  of  the  Wharton  School- -a  volume  called 
Marketing  and  the  American  Economy.   Vaile  was  like  me;  he  liked 
to  relate  to  economic  theory.   Cox  had  been  a  journalist  and  he 
was  very  scornful  of  economic  theory.  He'd  much  prefer  to  tear 
loose  from  it. 

I  have  a  good  friend  at  UCLA,  Professor  Ralph  Cassady,  Jr. , 
with  whom  I've  collaborated  also.   Cassady  much  prefers  to  go 
out  in  this  welter  of  confusion  and  find  his  own  ways  of 
organizing,  and  not  try  to  relate  to  the  body  of  economic 
theory.   Well,  both  people  [Cox  and  Cassady]  have  done  very 
useful  things,  but  I've  been  happier  working  in  this  particular 
way,  and  I  still  continue.   I've  found  what  I  call  the  market 
structure  analysis  helpful  in  doing  this.  We  might  look  into 
this  again  at  the  appropriate  time  in  the  future. 
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VI  DC  BERKELEY  AND  THE  REALM  OF  TEACHING 


Grether:  Now,  perhaps,  if  you  think  it  would  be  helpful  today,  I  could 
indicate  the  nature  of  my  teaching  program  over  the  years  and 
the  kinds  of  interests  I  had,  what  form  they  took. 


and  Experiments 


Grether:   I  discover,  looking  at  the  record,  that  I  continued,  along  with 
the  courses  in  marketing,  in  teaching  a  course  in  economic 
theory  until  just  before  World  War  II.   I  presume  that  I  dropped 
teaching  the  economic  theory  course  then  because  of  other 
demands  that  came  along;  I  couldn't  do  everything.   Another 
reason  might  be  because  I  developed  my  own  course ,  which  I ' d 
like  to  discuss  shortly,  a  course  called  Theory  of  Domestic 
Trade,  which  was  a  course  quite  unique  in  this  country. 

But  first  I'd  like  to  mention  another  experimental  course  I 
tried.   Already  in  1926  I  gave  a  course  called  Market  Analysis. 
This  probably  was  one  of  the  first  courses  of  this  sort  in  the 
United  States  also.   It's  well  to  remember  that  marketing  was  a 
new  academic  discipline;  it  had  been  established  only  in  the 
first  decade  of  the  century,  and  was  only  by  the  1920s  getting 
pretty  well  established.   It  has  had  enormous  growth  and 
development  since  then. 

Nathan:   Could  I  interrupt  you  just  a  moment?  Could  you  state  the 
elements  of  marketing- -what  is  involved? 

Grether:  All  right.  Here's  how  I  used  to  teach  it  in  an  elementary 

class.   I'd  go  to  one  side  of  a  lengthy  blackboard  and  write 
down  "goods,"  and  indicate  that  goods  were  classified  in  various 
ways,  like  consumers'  goods,  industrial  goods,  agricultural 
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products,  minerals,  and  so  on- -indicating  that  here  were  goods 
being  produced.   I'd  go  to  the  other  side  of  that  blackboard  and 
write  down  "consumers,  consumer/buyers,"  and  I'd  indicate  that 
what  takes  place  in  marketing  represents  all  of  the  organization 
and  activities  performed  in  delivering  these  goods  as  produced 
to  the  consumers  who  ultimately  use  them,  and  that  what  was  in 
between  was  a  very  elaborate  system  of  organization,  as  well  as 
numerous  activities  that  were  very  costly. 

Nathan:   This  was  a  different  concept  than  other  people  were  teaching? 

Grether:   It  had  been  slighted.   In  economic  analysis,  very  little 

attention  was  paid  to  this  area  in  between;  it  was  thought  not 
to  be  too  important. 

Nathan:    I  see.   It  just  kind  of  happened  somehow? 

Grether:  Yes,  sure.   In  other  words,  economists  tend  to  talk  about  the 
basic  supply  and  demand  factors;  they  had  beautiful  supply 
curves  and  demand  curves,  and  you'd  draw  them  and  put  them  in 
relationship  to  each  other,  and  you'd  get  answers  in  this  way. 
The  whole  organization  and  the  activities  involved  were  omitted 
from  the  analysis.  What  people  like  myself  were  doing  was 
filling  in  this  gap.  Actually,  it's  more  complicated  than  this, 
because  as  you  get  into  it  you  discover  that  what  goes  on  in 
production  is  influenced  by  marketing,  too.   The  marketer,  so  to 
speak,  is  reaching  back  in  production;  and  vice  versa,  the 
people  who  are  producing  come  downstream  in  marketing,  too. 


"The  Drama  of  Distribution" 


Grether:   I  used  to  give  a  lecture  called  "The  Drama  of  Distribution,"  in 
which  I  pointed  out  the  conflicts  emerging  in  the  marketing 
system  this  way:   between  the  downstream  impact  of  producers 
(especially  powerful  manufacturers)  coming  downstream  over  the 
heads  of  wholesalers  and  retailers;  then  eventually  retailers 
became  powerful,  too,  and  they  came  upstream,  and  it  got  to  be  a 
major  conflict  between  two  opposing  groups. 

Once  one  got  to  understand  this,  it  made  lecturing  in  this 
field  so  much  more  exciting  to  the  students,  because  I  could 
point  out  these  basic  conflicts  and  the  strategies  being 
employed  by  powerful  producers  and  powerful  distributors  and  so 
on.   It's  something  that,  unless  you  get  sufficiently  far  along 
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to  understand  it,  can  be  missed  entirely  because  it's  a  matter 
of  having  a  certain  awareness  and  a  way  of  looking  at  what  was 
taking  place. 

Nathan:   You  showed  your  students  what  to  look  for? 

Grether:  That's  right,  that's  right.  And  this  is  still  going  on,  of 

course;  there's  a  continuing  series  of  adjustments  taking  place. 
If  we  have  time,  we  can  look  into  some  of  this  in  terms  of 
competition  policy,  because  all  this  gets  involved  in  modern 
competition  policy. 


Earlv  Davs  of  Market  Analysis 


Grether:   This  course  called  Market  Analysis  was  intended  to  apply 

research  tools  and  statistical  analysis  to  problems  in  the 
field.   On  the  shelf  behind  you,  where  we're  sitting  now,  you'll 
find  some  of  the  early  books;  they're  very,  very  superficial. 
There  was  almost  no  literature. 

Nathan:   Is  this  one:   Remember  Your  Money's  Worth? 

Grether:   [laughter]   No,  that's  not  one.   Back  in  this  shelf  here: 

Techniques  of  Market  Research.  Market  Analysis  (that  was  one  of 
the  earlier  books) . 

Nathan:   Market  Analysis .  by  White. 

Grether:   Yes,  that  was  one  of  the  very  early  books.   Now,  if  one  looks 
into  that  literature,  it's  unbelievably  simple  and  superficial 
in  contrast  with  what's  happened  since.   One  reason  I  dropped 
this  type  of  analysis  is  because  very  quickly  people  came  along- 
-young  men  with  improved  tool  kits --who  went  to  work  in  this 
area.   Also,  business  organization  developed.   This  is  now  a 
major  activity  throughout  the  world;  that  is,  there  are 
specialist  firms,  specialist  people,  specialist  scholars,  who 
are  working  in  this  field.   As  of  that  particular  time,  though, 
it's  really  unbelievable  how  little  there  was. 

I  remember  when  I  was  doing  this ,  I  brought  someone  from 
General  Motors  to  my  seminar  to  discuss  how  they  tried  to  make 
measures  of  their  markets.   He  described  how  they  would  try  to 
relate  the  sale  of  Chevrolet  cars  to  all  possible  factors  that 
might  influence  the  sale  of  Chevrolet  cars ,  and  they  made  a 
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thousand  attempts  to  try  to  relate  the  sale  to  various  types  of 
things  like  population  and  all  sorts  of  things  they  would  find 
helpful,  and  did  it  on  a  very  simple  basis.   There  was  an 
article  in  Harvard  Business  Review  at  the  time  discussing  this 
also. 

Nowadays,  of  course,  this  is  almost  of  the  essence  for 
young  scholars  in  marketing.   The  Journal  of  Marketing  Research 
just  came  in  yesterday,  and  almost  every  article  deals  with 
special  problems  in  this  area,  like  "Correlates  of 
Persuasibility  in  the  Crest  Case,"  "Price  Forecasting  and 
Strategic  Planning  in  the  Case  of  Chemicals,"  "Sales  Territory 
Alignment  to  Maximize  Profit,"  "Ad-Mod,  an  Advertising  Decision 
Model."  There's  an  enormous  amount  now  of  very  fine,  highly 
specialized  work.   It's  almost  inconceivable  to  think  how  little 
was  available  going  back  in  the  1920s  in  contrast  to  the 
richness  of  human  as  well  as  other  resources  available  now. 

To  illustrate  this,  one  time  1  went  to  class  and  found  a 
stranger  sitting  there.   His  name  turned  out  to  be  Max 
Thornberg.  He  was  at  the  time  the  manager  of  the  Standard  Oil 
Richmond  plant.   Later  on  he  became  very  famous  because  he  went 
out  to  the  Middle  East;  in  fact,  he  had  an  island  out  there  of 
his  own.   A  few  years  ago  he  was  brought  back  to  campus  as 
Regents  Lecturer  to  tell  something  about  his  experience. 

Why  did  he  appear  in  my  little  class?  Because  he'd  heard 
there  was  something  new  and  innovative  going  on  here  and  thought 
it  might  be  of  interest.   But  this  was  in  the  state  of  the  art, 
so  to  speak,  during  this  early  period. 


Theory  of  Domestic  Trade,  and  a  Variety  of  Analyses 


Grether:   The  other  thing  that  I  developed,  which  was  quite  of  a  different 
sort  and  which  I  worked  at  for  a  good  many  years ,  was  a  course 
which  I  called  the  Theory  of  Domestic  Trade;  it  was  Economics 
122.   It  was  given  in  the  Economics  Department  as  an  economics 
class,  not  among  the  commerce  courses,  and  I  intended  it  to  be 
an  economics  class.   Also,  I  intended  in  this  class  to  relate  to 
the  basic  factors  that  determine  the  location  of  industry,  to 
begin  with—local  resources  and  so  on- -and  carry  along  the 
analysis  in  terms  of  the  organization  of  trade  interregionally 
as  well  as  the  ordinary  manner  of  the  marketing  course.   In 
other  words,  I  intended  to  take  what  was  going  on  in  the  field 
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Nobel  Prize  Shared 

•   •     "          •         *  •'.* 

By  Two  Economists 

f  * 


Stockholm 

A  retired  British  professor  and 
a  former  Swedish  cabinet  minister,- 
both  in  then*  70s,  won  the  1977 
Nobel  economics  prize  yesterday 
for  their  "pathbreaking  contribu 
tions  to  the  theory  of  international 
trade  and  international  capital" 

Cambridge  professor  emeritus 
James  Meade,  70,  and  Beertil  Ohlin, 
78,  former  Swedish  Liberal  party 
leader  and  onetime  commerce  min 
ister,  shared  the  $145,000  prize  in 
the  last  Nobel  award  to  be  made 
this  year. 

The  Briton  and  Swede  were 
cited  for  classic  works  written 
between  the  early  1930s  and  1950s. 
The  Swedish  Royal  Academy  of 
Sciences  said  their  studies  have 
gained  actuality  and  importance 
with  the  increasing  integration  of 
tiie  world  economy  in  the  past  two 
decades. 

"It  has  become  increasingly 
clear  that  problems  related  to  the 
allocation  of  resources,  business 
cycles  and  the  distribution  of  in 
come  are  very  much  international 
problems,"  the  academy  said. 

Meade  in  particular  was  cited 
as  "the  leading  pioneer  in  the  field 
of  international  macrotheory  and 
international  economic  policy." 

The  academy  said  Ohlin  "has 
developed  a  theory  that  demon 
strates  which  factors  determine 
the  pattern  of  foreign  trade  and  the 
international  division  of  labor  on 
tho  one  hand,  and  on  the  other 
shows  what  effect  foreign  trade  has 
on  allocation  of  resources,  price 
relations  and  the  distribution  of 
income." 

A  leading  Swedish  economist. 
Professor  Assar  Lindbeck,  summed 
up  their  work:  "Ohlin  is  the  origina 
tor  of  the  modern  theory  of  trade. 
Meade  applied  the  theory  to  eco- 


nomic  policy  problems.  He  is  also 
the  originator  of  stabilization  poli 
cy." 

Meade  was  on  his  way  by  bus  to 
the  University  of  Buckingham 
when  the  announcement  was  made.  • 
"By  the  time  I  arrived  everyone 
seemed  to  know  about  the  prize 
except  myself,"  he  said.  "I  was 
completely  overpowered." 

He  said  he  met  Ohlin  only  once 
but  they  worked  along  similar  lines, 
and  many  of  Meade's  studies  were ' 
sequels  to  Ohlin's. 

Auocimtfd  Pro* 


Bertll  Ohlin 
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of  marketing  and  tie  it  into  the  industrial  localization  and 
resource  base . 

I  did  this,  then,  by  developing  what  I  called,  to  begin 
with,  an  interregional  type  of  analysis.   Here  I  was  lucky, 
because  just  about  this  time  a  book  by  Bertil  Ohlin^  appeared- - 
in  fact,  I  guess  the  first  edition,  in  1935- -called 
Interregional  and  International  Trade.   He  developed  this 
paradigm  of  interregional  analysis.   Later  on,  by  the  way,  Ohlin 
spent  a  year  at  Berkeley,  and  then  we  spent  time  in  Sweden  two 
or  three  times  also,  so  we  became  very  good  friends.   Ohlin  also 
was  the  leader  of  the  Liberal  Party  in  Sweden;  he  almost  became 
premier,  but  didn't  quite  make  it.  A  very  charming  man,  and  his 
wife  was  a  very  charming  woman;  it  was  a  pleasure  to  get  better 
acquainted  with  them  eventually. 

So  I  used  the  combination  of  this  regional  type  of  analysis 
and  the  accepted  industrial  type  of  analysis --which  was  part  of 
economic  analysis  under  so-called  partial  equilibrium  analysis- - 
as  two  simplifying  devices  to  somehow  confine  the  tremendous 
variety  that  you  get  in  the  real  world. 

I  don't  think  it's  necessary  (unless  you  would  like  to  do 
it)  to  discuss  this  in  detail,  because  I've  published  an  article 
in  this  volume  here  called  Theory  in  Marketing,  edited  by  Cox 
and  Alderson,  published  in  1950,  in  which  I  describe  what  I  was 
doing  in  this  course  in  broad  outlines.  This  is  called  "A 
Theoretical  Approach  to  Marketing."   I  was  suggesting  to  the 
other  scholars  in  the  field  that  one  approach  (not  the  only 
approach)  to  marketing  would  be  to  start  with  the  natural 
resource  base  and  work  through  this  type  of  regional  analysis  as 
a  base. 

This  was  picked  up  by  many.   I'd  hoped  eventually  to  do  a 
major  work,  but  as  I  got  into  administrative  work  I  didn't  get  a 
chance  to  do  this.   The  only  place  where  I  did  something 
systematic  was  in  this  volume,  Marketing  and  the  American 
Economy,  published  in  1952  under  the  joint  authorship  of  Roland 
S.  Vaile  and  Reavis  Cox  and  myself.   There  is  a  section  in  here- 
part  five- -called  "Marketing  Within  and  Between  Regions,"  which 
represents  this  type  of  analysis  that  I  was  doing  here. 


Bertil  Ohlin  shared  the  1977  Nobel  Prize  in  Economics  with  Cambridge 
professor  James  Meade. 
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I  think  it  might  be  of  interest  to  read  two  or  three 
sentences  from  my  little  essay,  because  I  think  I  was  on  the 
right  track  in  terms  of  what's  happened  since  then.   For 
example,  here  I  state,  "One  of  the  reasons  why  much  of  current 
marketing  analysis  is  considered  sterile  is  that  it  has  been  cut 
loose  from  the  full  investigation  of  the  behavior  of  the  firm  as 
a  whole,  as  well  as  from  the  economy." 

In  other  words,  notice  I  mention  you're  working  in  between. 
Marketing  scholars  tend  to  focus  in  between  without  reaching 
back  into  the  resources  base  anymore,  into  the  production  side. 
"Specialization  courses  developed  its  counterpart  in  the  highly 
artificial  separate  treatment  of  marketing  and  selling."  These 
have  got  to  be  ends  in  themselves  almost. 


We  forget  too  easily  that  business,  economic  and 
social  phenomena  are  organic  in  nature.   Market 
analysis  should  be  integrated  with  the  other 
aspects  of  functional  behavior.   The  behavior  of 
the  firm  should  be  investigated  not  only  in  a  price 
and  marketing  sense,  but  under  the  conditions  of 
its  physical  and  social  environment  in  a 
determination  of  its  location,  its  spatial  reach  in 
selling  and  in  buying,  and  its  relationship  in  the 
marketing  channel  with  suppliers  on  the  one  hand 
and  buyers  on  the  other.   If  the  firm  is  not  merely 
a  distributive  enterprise,  the  analysis  of  the 
marketing  function  must  be  kept  in  proper  relation 
to  the  production  function. 


Here  I  was  worrying  about  the  tendency  for  people  in  the 
middle  now  not  to  relate  properly,  and  I  was  especially 
interested  to  see  these  words  that  we  should  relate  to  the 
physical  and  social  environment,  because  now  that's  of  the 
essence.   This  is  the  current  fad,  so  to  speak,  and  we've  got 
the  whole  ecological  movement  that  has  come  up  since  then. 

So  I  go  on  to  describe  the  nature  of  my  effort  here  in  this 
course.   This  could  be  put  into  the  record  if  one  wishes.   But  I 
would  like  to  read  a  sentence  back  here.   Towards  the  end,  I 
say, 


In  the  years  ahead,  social  scientists  must  find 
means  of  coming  to  grips  with  the  elements  of 
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society.   We  will  be  forced  increasingly  to 
appraise  our  utilization  of  natural  and  human 
resources  in  terms  of  contribution  to  the  strength 
and  security  of  the  nation  as  a  whole . 


That's  exactly  the  state  we're  in  now. 
Nathan:   What  is  the  date? 

Grether:  Nine teen- fifty.  This  is  what  1  was  doing  in  this  course --try ing 
to- -and  this  is  exactly  where  we  find  ourselves  right  now.   I'm 
sorry,  therefore,  I  never  got  to  finish  this  work,  because  I 
think  it's  so  badly  needed  now.   I  hope  somebody  will  come 
along.   I  think  I'll  predict  that  at  some  state  this  whole  type 
of  thing  will  be  picked  up  again,  because  it's  so  essential  now 
in  terms  of  the  demands  being  placed  upon  our  leadership,  both 
in  the  public  side  as  well  as  in  terms  of  the  teaching  area. 

Actually,  for  the  time  being,  the  brighter  minds  in 
marketing  are  still  doing  this  sort  of  thing- -that  is,  they  work 
on  special  problems --but  there  is  an  enormous  unrest  in  this 
field,  comparable  to  what  was  going  on  when  we  were  graduate 
students.   The  good  example  of  it  is  a  little  book  I  have  back 
here  called  Public  Policy  and  Marketing  Practices,  edited  by 
Fred  C.  Allvine.   These  were  papers  read  at  a  conference  at 
Northwestern  University,  and  I  had  the  pleasure  of  writing  kind 
of  a  summary  paper  of  the  conference.   I  noticed  a  tremendous 
amount  of  criticism  running  through  these  papers  of  the  present, 
not  only  practices,  but  of  the  approaches  being  used. 

I  think  that  in  this  field  as  well  as  in  many  others,  out 
of  the  present  unhappiness  something  will  emerge.   Just  what  it 
is  isn't  too  clear  yet,  but  it's  bound  to  produce  something,  I 
think,  that  will  be  very  significant,  looking  ahead.   The 
course,  therefore --Theory  of  Domestic  Trade- -was  my  attempt  to 
relate  marketing  to  the  basic  factors  that  produced  localization 
of  industry  at  one  end,  and  to  the  demand  factors  in  consumer 
behavior  on  the  other.   I  continued  this  course  until  down  to 
the  1950s  (I'm  turning  pages  here),  and  then  I  became  so 
preoccupied  with  my  administrative  work  that  I  had  to  give  it 
up.   So  what  finally  happened  in  my  teaching  is  that  I 
concentrated  upon  my  seminar,  and  I'd  like  to  talk  a  bit  about 
the  origin  of  that. 
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Nathan:   Before  we  leave  this  very  interesting  area- -these  concepts,  I 
imagine ,  were  of  very  great  value  to  you  when  you  were 
considering  the  redevelopment  of  the  economy  of  the  State  of 
California  after  the  war. 

Grether:   This  affected  one  area  of  my  research,  and  if  we  have  time  today 
I'd  like  to  run  through  that  a  bit.  One  big  area  of  research 
got  to  be  economic  development,  and  this  gave  me  the  framework 
of  analysis.   For  example- -(it's  nice  to  have  this  taping  done 
right  here;  I  can  reach  back  and  pull  out  books). 

Nathan:   Yes.  Your  study  is  so  rich  in  materials. 

Grether:   Here  is  what  is  called  the  Steel  and  Steel-Using  Industries  of 
California.  That  was  done  for  the  State  Reconstruction  and 
Reemployment  Commission  at  the  end  of  the  war.   This  type  of 
analysis  was  used  there;  it  provided  the  framework  for  what,  I 
think  everybody  agrees,  was  a  very  useful  report.   It's 
interesting,  by  the  way,  that  among  the  staff  people  working 
with  me  on  this  report  was  Aaron  Gordon,  who's  now  the  president 
of  the  American  Economics  Association. 

Nathan:   Right.   Robert  Aaron  Gordon? 

Grether:  Yes --Robert  A.  Gordon.  Locally  he's  called  Aaron.   He'd  had  a 
considerable  background  in  the  steel  industry  somewhere  along 
the  line,  both  in  government  work  as  well  as  private.   He  was 
very  helpful  in  putting  this  study  together. 

Nathan:   I  don't  know  whether  this  is  appropriate  here,  but  this  quote 
caught  my  eye:   "the  nonsense  of  regional  self-sufficiency." 
This  is  part  of  this  development? 

Grether:   Sure.   Later  on  we'll  discuss  also  my  fifteen  years  as  chairman 
of  the  state  Chamber  of  Commerce  committee  in  this  field.   It 
was  first  called  the  Industrial  Plant  Location  Committee,  but  it 
then  changed  to  Industrial  Development  Committee.   From  1946  to 
'61,  I  was  chairman  of  this  committee,  succeeding  Dean  Hugh 
Jackson  of  Stanford,  who  had  been  the  previous  chairman.   It 
gave  me  a  wonderful  way  of  watching  the  developments  and  also  of 
participating  in  the  developments.  We'll  hope  to  look  at  that 
sometime.   But  again,  this  whole  framework  of  analysis  was 
helpful,  because  I  was  always  able  to  relate  to  something  that 
was  systematic  and  not  haphazard. 

Nathan:   That's  a  very  useful  concept. 
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Seminar  in  Marketing 


Grether:   Early,  1  discovered  (looking  at  this  list  of  courses) --in  fact, 
in  1927  already  I  began  giving  what  is  called  Seminar  in 
Marketing,  a  one -semester  course  at  first. 

Nathan:   This  was  for  graduate  students? 

Grether:  Yes.  This  is  interesting,  that  already  then  there  were  enough 
graduate  students  to  give  a  seminar.   Remember,  this  was  in 
economics,  but  it  shows  sufficient  interest. 

As  I  recall  it,  during  those  first  years  we  would  work  on 
special  topics  and  getting  acquainted  with  the  literature.   For 
instance,  I  recall  one  of  the  early  members- -perhaps  one  of  the 
earliest- -was  Professor  Richard  B.  Heflebower,  who  is  retired 
now.   Just  before  he  retired  he  was  chairman  of  the  Economics 
Department  at  Northwestern.   He  wrote  a  paper  in  one  of  these 
early  seminars  dealing  with  the  role  of  trademarks  in  marketing, 
which  represented  his  interest  in  product  differentiation  and  so 
on.   What  happened  gradually  is  that  this  seminar  became  a 
vehicle  for  doctoral  candidates  and  selected  masters  candidates 
to  take  a  tour  through  the  literature  of  marketing.   Eventually 
this  is  the  chief  thing  that  I  was  doing. 

When  I  got  so  heavily  involved  in  administrative  and  other 
duties,  1  kept  this  seminar  going.   I  have  with  me,  for 
instance,  the  book  list  used  in  the  year  1964-65.   (You  want  to 
take  the  time?)   I  indicate  the  twelve  areas  that  were  covered 
by  this  book  list. 

Nathan:   That  would  be  good. 


Related  Areas 


Grether:   It  began  with  so-called  general  treatments  of  the  field,  that 

people  tried  to  take  an  overall  view.   Then  there  was  a  section 
I  always  enjoyed  very  much,  called  the  History  of  Marketing, 
which  is  an  enormously  exciting  area  and  where  we  aren't  doing 
enough  work.   Then  there's  a  third  section  called  Developments 
of  Marketing  Thought  and  Theory. 
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Grether:  The  fourth  area  I  called  Industrial  and  Commodity  Marketing,  and 
for  years  I  would  require  all  the  students  to  make  an  industrial 
commodity  study,  and  I  prepared  a  very  elaborate  outline  to 
guide  them  in  this .   I  tried  to  get  them  to  look  beyond  mere 
description  for  principles,  and  this  was  a  very  useful  exercise. 

Nathan:   You  called  it  Industrial  Commodity? 

Grether:   Industrial  or  commodity  type  of  analysis.   It  could  be  a  whole 
industry,  or  you  could  merely  pick  a  commodity  as  such.   This 
was,  for  a  good  many  years,  required.   I  still  believe  strongly 
there's  no  better  experience  for  students  of  economics  and 
business  than  to  do  a  study  of  this  sort,  where  they  get 
acquainted  with  the  firms  in  the  field,  with  the  people 
involved,  and  get  out  and  look  around. 

Nathan:   Again,  you  were  getting  into  the  field? 

Grether:   That's  right.   Hopefully  out  of  the  library- -they  could  always 
use  library  materials- -into  the  field.   This,  later  on,  by  the 
way,  I  tied  into  developments  in  the  field  of  industrial 
organization.   In  the  field  of  industrial  organization  there 
came  to  be  a  basic  paradigm- -model  is  a  better  word,  much 
simpler- -called  market  structure,  conduct,  and  performance. 

I  was  experimenting  along  that  line  in  my  work  in 
marketing,  and  I  didn't  realize,  until  Professor  Heflebower  told 
me  this  a  few  years  ago,  that  I  was  using  the  concept  of  market 
structure  just  about  the  same  way  in  my  seminar  work.   Actually, 
in  a  talk  I  gave  before  the  American  Economics  Association  in 
1959,  in  honor  of  Professor  Edward  S.  Mason,  I  gave  him  credit, 
and  properly  so,  because  in  his  seminar  in  economics  at  Harvard 
he  had  developed  this  so-called  market  structure  analysis  and 
this  basic  paradigm.   Professor  Joe  S.  Bain,  who's  just  retiring 
this  year  (1975)  on  our  faculty,  was  Mason's  leading  student  and 
a  great  pioneer  scholar  in  this  field. 

I  was  doing  work  of  a  similar  sort  here,  but  probably 
focused  much  more  sharply  empirically,  because  I  was  out  in  the 
field  all  the  time.   Professor  Bain,  for  example,  was  tending  to 
work  in  his  study,  or  he'd  prefer  to  work  at  home;  he  was  not 
out  in  the  field  in  the  same  way. 
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I've  always  felt  that  the  people  in  marketing  had  a 
marvelous  chance  to  contribute  to  this  area  because  they  had  a 
better  knowledge  of  what  goes  on  realistically,  and  this  is  now 
happening.   I  was  very  pleased  a  couple  of  years  ago  when 
Professor  Buzzell  of  Harvard  (in  fact,  in  this  little  book  I 
•entioned  of  Allvine's)  says  that  the  scholars  in  marketing 
ought  to  become  better  acquainted  with  and  relate  to  the  field 
of  industrial  organization.  That's  what  I've  been  doing  myself. 
In  fact,  some  people  think  I'm  in  that  field  as  well  as  in  the 
marketing  field  because  I've  been  using  this  type  of  analysis  in 
a  most  refined  manner.   In  fact,  it's  become  the  basis  of  much 
of  my  recent  analysis. 

Then  we  went  into  a  field  called  Selling  and  Sales 
Management,  which  has  enormous  literature  in  terms  of  titles, 
and  is  very  important,  obviously.   Then  the  area  of  Advertising; 
people  tend  now  to  speak  of  communications ,  which  again  had 
enormous  literature,  and  a  very  fine  literature  in  many 
respects.   Some  very  able  people  went  into  this  advertising 
field  early  in  this  country,  and  they've  produced  very 
interesting  results. 

Then,  next,  Buying  and  Procurement,  which  again  has  a  lot 
of  specialists  with  quite  a  literature.   Then  Marketing 
Organization- -wholesaling,  retailing,  and  vertical  market 
structures  and  relationships.   Then  Pricing  and  Price  Policies. 
At  this  point,  of  course,  one  ties  into  the  literature  of 
marketing  and  economic  theory,  because  that's  very  basic  there 
also.  As  I  mentioned,  this  became  a  very  important  area  of 
research  for  me.   Public  Regulation  in  Marketing,  then  Market 
Area  Locational  Analysis,  and  finally  Marketing  Costs  and 
Efficiency. 

This  was  the  tour  that  we  would  take  for  a  year,  trying  to 
keep  abreast  each  year.   It  kept  me  alive,  by  the  way,  and  I 
think  it's  a  very  useful  thing  for  our  doctoral  and  other 
students  as  an  exercise.   This  is  what  I  was  doing  until  I 
retired  and  continued  doing  it  for  two  or  three  years,  and  then, 
finally,  I've  been  concentrating  on  what  I  call  Marketing  and 
Public  Policy,  which  is  really  competition  policy.   In  fact, 
this  has  been  a  heavy  area  of  research  and  writing  as  well  as 
governmental  and  private  consultation. 
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Collegial  Work  vith  David  Revzan 


Grether:  Before  I  leave  this  area,  I  want  to  mention  one  of  my  colleagues 
who's  been  very  helpful  in  all  of  this- -Professor  David  A. 
Revzan.  When  I  was  dean  I  brought  him  here  from  the  University 
of  Chicago.   In  fact,  at  that  time  he  was  out  in  business  with  a 
mail-order  firm  in  Chicago.   1  was  looking  around  for  people, 
and  I  asked  them  what  happened  to  Dave  Revzan.   (I'd  read  some 
of  his  work,  because  he'd  been  doing  work  in  geographical  and 
spatial  analysis.)   They  said,  "Well,  he's  left  the  academic 
field,"  but  they  were  able  to  make  an  appointment,  and 
eventually  he  arrived  on  our  faculty. 

Revzan  and  1  at  times  have  shared  this  seminar,  especially 
if  I  had  to  be  away  a  certain  number  of  times;  so  it  got  to  be  a 
joint  seminar  occasionally.   This  was  a  very  good  experience  for 
both  of  us  and  for  the  students,  I  think.   Revzan  is  a  very 
strong  person,  especially  in  locational  analysis,  and  he  has 
what  he  calls  an  institutional  approach  which  he  had  used  with  a 
Professor  Duddy  of  Chicago.   His  approach  is  somewhat  different 
from  mine  because  it's  not  nearly  so  definitely  related  to 
economic  analysis;  it  has  a  stronger  sociological  type  of  base 
in  institutionalism.   So  these  variations  were  important. 

But  also  Revzan  did  take  strong  positions,  and  he  also  was 
working  in  this  geographical,  locational  area- -and  still  does, 
and  has  continuing  publications  in  this  field.1 

He  and  1  were  also  associated  for  a  number  of  years  in  a 
regional  economics  committee  of  the  Social  Science  Research 
Council.   They  subsidized  a  group  of  us  out  here  on  the  West 
Coast  for  discussions  and  research,  and  he  was  very  active  in 
this.   This  again,  you  see,  is  related  to  this  whole  field  of 
regional  economic  development,  which  became  one  of  my  very  heavy 
interests,  both  in  teaching  as  well  as  in  research  and  in  public 
and  private  activities. 

That's  pretty  much  the  panoramic  view  of  teaching.   Before 
we  leave  it,  I'd  like  to  mention  that  in  my  view  the 
professorship  is  the  most  important  title  in  the  university.   I 
can  say  this  because  I  was,  for  twenty- two  years,  a  dean,  but  I 
never  thought  of  the  deanship  as  being  as  important  as  the 
professorship.  This  is  what  it's  all  about. 


'Professor  Grether  in  1989  noted  that  Professor  Revzan  died  in  the 
summer  of  1988. 
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Linking  Teaching  and  Research 


Grether:    I  think  the  teaching  responsibility  is  the  initial  and  primary 
responsibility.   I  was  very  pleased  a  few  years  ago  when  a 
campus  reporter  wrote  a  little  something  about  me  and  it  was 
published;  the  heading  was,  "Grether,  Always  a  Teacher."   I 
liked  that,  because  I  think  that  should  be  the  primary 
interest;  but  this  should  not  be  at  the  expense  of  research. 
I  think  in  this  country  (it  wouldn't  necessarily  be  true  of 
other  countries)  you  can't  have  a  true  university  without 
teaching  and  research  interacting  in  a  continuing  series  of 
relationships  that  fertilize  each  other.  We're  able  to  bring 
some  scholars  to  the  university  sometimes  because  they  can 
interact  with  students,  as  opposed  to  better-paid  jobs  out  in 
industry. 

We  visited  Russia  in  1959- -my  wife  and  I- -for  a  couple 
of  weeks ,  and  we  discovered  that  much  of  what  we  do  in  the 
universities  is  done  in  highly  specialized  institutes  in 
Russia,  away  from  the  universities.   That's  one  way  of  doing 
it.   In  this  country,  basic  research  and  teaching  are  in  the 
same  organization  and  done  by  the  same  people .   This  has  been 
our  pattern.   I  think  it's  been  a  very  healthy  pattern, 
although  it  produces  all  the  old  issues  of  "publish  or  perish" 
that  you  hear  about,  which  shouldn't  really  be  issues  at  all 
under  proper  conditions  and  understanding. 

Nathan:     You  were  speaking  rather  warmly  of  what  a  professorship  means 
to  you.   Could  we  talk  just  a  bit  about  your  assignment  as 
Flood  Professor?  What  does  this  imply? 

Grether:    Later  on  I'd  like  to  indicate  what  the  Flood  Foundation  was-- 
where  it  came  from.   But  let's  put  that  down  for  the  future, 
because  I'd  like  to  check  my  files. 

The  Flood  Foundation  came  to  the  University  in  1898  from 
Cora  Jane  Flood,  who  was  the  daughter  of  the  Flood  who  made 
his  fortune  in  the  silver  and  lead  mines  of  Nevada- -Jim  Flood. 
It  was  used  to  subsidize  a  chair,  so-called,  and  there's  a 
pamphlet  behind  me  on  the  shelf  here,  that  you  can  look  at 
sometime,  describing  these  Flood  chairs.   For  instance, 
Professor  Hatfield  was  a  Flood  Professor,  and  Ira  Cross, 
Howard  Ellis.   This  was  used  for  the  so-called  main  chairs  to 
help  support  the  people  in  economics. 
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Nathan: 


Actually,  the  original  grant  was  for  the  purpose  of  the 
commercial  education  (and  I  don't  want  to  go  into  it  in  detail 
now,  because  I  think  it's  a  story  worth  telling  in  greater 
detail  because  some  people  nowadays  need  to  be  reminded  what 
this  was  all  about) .  The  purposes  of  this  grant  were  very 
brave,  very  heroic.   What  lay  behind  this  was --actually, 
people  don't  know  this  anymore- -a  vision  of  interrelationships 
in  the  Pacific  Basin;  you  ought  to  have  a  vehicle  on  this 
campus  to  relate  to  countries  around  the  Pacific  Basin.   I'd 
like  to  go  into  that  sometime,  because  it's  something  that 
some  people  have  forgotten. 

Good.   I'm  glad  we'll  do  that  later. 


Publications  and  Topics 


Grether:    Now,  if  you  think  it's  appropriate,  I  could  run  through  my 

research  and  writing  in  this  perspective,  because  the  teaching 
and  research  efforts  were  continually  an  attempt  to  classify 
this  a  bit,  and  here's  how  it  came  out  (if  I  can  find  this 
summary) . 

I  went  through  my  list  of  writings  and  classified  them 
just  in  terms  of  the  numbers  of  items.   It's  rather 
interesting,  and  I  think  we  can  also  discuss  it  in  a 
qualitative  sense.   I  found  that  the  most  numerous  field  was 
in  the  pricing  area- -pricing  in  general,  and  especially  the 
area  of  resale  price  maintenance,  which  we  mentioned  earlier 
was  an  early  center  of  my  research  interests.   There  are  both 
books  and  articles  in  this  field,  and  this  is  a  continuing 
interest  because,  after  all,  prices  and  pricing  are  basic  in 
what  takes  place  both  in  marketing  and  an  economic  system  and 
in  competition  policy. 

The  second  area,  which  is  only  one  item  less  (forty- 
eight  as  opposed  to  forty-nine  items),  I  would  call 
competition  policy.   It  involves,  therefore,  some  of  the  same 
type  of  analysis  as  in  pricing,  but  increasingly  I  began 
swinging  into  a  broader  orbit,  especially  antitrust  policy. 
In  fact,  in  recent  years  I've  been  focusing  very  heavily  on 
the  antitrust  area,  which  is  our  national  economic  policy  of 
competition. 
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The  third  area  in  terms  of  items,  and  I  think  also  in 
terms  of  quality,  was  the  area  of  regional  economic  analysis, 
where  again  there  are  books  as  well  as  papers.   This  reflected 
this  course  1  mentioned  earlier,  as  well  as  my  activities  with 
the  state  government  and  in  the  private  sector.   And  also  it 
reflected  to  some  extent  an  experience  I  had  in  Washington 
(which  I'll  discuss  eventually)  in  the  Truman  administration, 
where  I  was  in  charge  of  economic  mobilization  planning,  which 
involved  again  this  broad,  overall  type  of  view  and  analysis. 

The  fourth  area  I  would  call,  for  lack  of  a  better  term, 
marketing  theory,  dealing  with  special  theoretical  problems. 
A  variety  of  things  appeared  there  over  the  years. 

A  fifth  reflected  my  work  as  dean,  and  also  as  a  scholar 
in  the  School  of  Business.   1  call  it  professional  education 
for  business,  and  that  produced  a  considerable  number  of 
special  investigations,  reports,  and  discussions.   For 
example,  for  years  1  served  on  the  committees  of  the  American 
Association  of  Collegiate  Schools  of  Business.   In  1948-49,  1 
was  president  of  this  association.  There  is  a  considerable 
volume  of  publications  that  have  to  do  with  problems  in  this 
area.   It's  really  not  a  detour;  it  really  reflects  the 
education  interests.   It's  not  a  detour  because  much  of  my 
other  work  could  be  related  here,  but  some  of  it  got  into 
highly  specialized  types  of  problems. 

The  sixth  I  call  marketing  organization,  which  was  one 
of  my  first  interests  and  continues  to  be;  it's  got  to  be  kind 
of  a  capstone  type  of  thing,  in  a  broad  sense,  in  relation  to 
other  aspects  of  the  interest. 

The  seventh  I  would  call  consumer  studies  and  analysis. 
That  also  gets  involved  in  the  totality  of  other  types  of 
interests,  but  some  things  occasionally  couldn't  be  classified 
very  well  except  in  terms  of  consumer  behavior  and  analysis. 

Then  I  discovered  a  series  of  things  dealing  with 
wartime  price  control,  and  this  was  a  reasonable  and  logical 
thing;  I  was  a  consultant  to  the  OPA  during  the  war  period. 
By  the  way,  I  didn't  go  down  to  Washington.   Like  everybody 
else,  I  could  have  gone  to  Washington  in  that  period,  but  I 
had  a  back  problem,  and  in  1942  I  had  surgery.   So  it  seemed 
wise  to  stay  here,  which  turned  out  to  be  rather  interesting 
and  important  because  there  was  so  much  to  be  done  here,  as  it 
turned  out,  in  getting  ready  for  the  postwar  period.   I  could 
participate  as  a  consultant,  which  I  did,  and  a  number  of 
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Nathan: 


Gr ether: 


papers  emerged  during  that  period.   It's  interesting  enough 
that  Professor  Heflebower,  whom  I  mentioned  earlier,  was  one 
of  my  bosses;  I  worked  for  him  as  a  consultant.   Also,  one  of 
my  former  students,  John  Kenneth  Galbraith,  was  second  in 
command  during  the  war  period,  under  Leon  Henderson. 

Another  area  of  interest,  just  in  terms  of  writings,  was 
the  area  of  national  security,  which  we  will  discuss  at  some 
time.  Then,  finally,  there  was  what  you  may  call  the 
employment  area,  because  of  my  involvement  in  the  problems  of 
unemployment  in  the  [Earl]  Warren  administration,  beginning  in 
1949  (which  we  also  want  to  discuss).   I  have  a  great  volume 
of  materials  and  evidence.   It's  interesting  to  look  at  that 
in  terms  of  the  present  situation  in  this  country. 

Then  there  were  specialized  things.   For  instance,  I 
discover  a  report  on  air  pollution  written  for  the  committee  I 
worked  on  for  Health,  Education,  and  Welfare  and  people  in 
gerontology.   When  I  was  director  of  the  Institute  of 
Industrial  Relations,  they  had  a  series  of  research  papers 
going  in  that  field.   There  are  detours  of  this  sort. 

This  represents  what  you  might  call  the  framework  of  my 
research  interests  and  productivity  over  the  years,  and  for 
the  most  part  it's  related  to  the  teaching  framework,  you'll 
notice. 

Right,  and  one  can  read  into  this  a  continuing  concern  with 
public  policy. 

That's  right.  That  was  the  thing  that  kept  emerging,  yes. 
Sometime  I  suppose  we  should  talk  about  some  of  my  activities 
in  this  field,  because  I've  had  a  number  of  federal  and  state 
appointments  of  various  sorts  that  not  only  were  interesting 
but  produced  reports  and  were  very,  very  helpful  to  me  in 
clarifying  my  own  thinking,  working  out  my  own  position.   In 
fact,  I  think  I've  been  very  fortunate  from  this  standpoint, 
because  I've  had  opportunities  of  getting  the  benefit  out  of 
this  type  of  interaction  at  various  critical  points  in  my 
career. 
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A  World  of  Turmoil  and  Oases  of  Stability 


Nathan: 


Grether: 

Nathan: 
Grether: 


Two  things  seem  to  emerge  that  we  may  talk  about  a  little 
later  if  you  want  to.   One  is  your  concern  with  public  policy 
and  interest  in  reaching  out  into  the  field  and  the  real 
world.  The  other  is  a  refusal  to  be  disturbed  by  turmoil. 
You  were  saying  the  turmoil  of  ideas  often  produces  something 
fresh  and  new. 


You've  read  the 


On  the  latter,  it's  an  interesting  thing. 
book  Future  Shock,  have  you,  by  Toffler? 

Yes,  I  have. 


I  found  this  very  intriguing.   I  had  a  personal  reaction  to 
it,  and  that  is  that  in  a  world  of  turmoil  you  have  to  have 
zones  or  oases  of  stability.   If  we  jump  ahead  a  bit,  I  think 
my  wife  and  I  have  been  very  lucky  from  this  standpoint.   For 
one  thing,  I've  had  only  one  wife;  we've  had  forty -nine  years 
now.   For  another  thing,  we've  lived  in  the  same  house  now 
since  1931.   For  another,  we've  been  connected  basically  with 
this  campus  all  of  our  lives  as  a  base  from  which  to  work. 
And  so  on-- there 've  been  large  areas  or  zones  or  bases  of 
stability  from  which  one  moves  out  into  this  turbulence.   It's 
not  only  in  this  country;  we've  visited  other  countries,  and 
we've  been  exposed  very  broadly  to  other  cultures.   I  think  so 
far  as  we  are  concerned,  we  feel  basically  that  we'll  work 
through  these  present  difficulties,  because  if  you  look  back, 
just  in  our  lifetime,  on  what's  happened  in  the  world- -the 
enormous  shocks  it's  been  taking- -you  see  that  there  is  a 
basis  in  terms  of  our  perspective  for  thinking  we'll  work 
through  this  set  of  shocks  also. 

I  remember  one  time  I  was  in  a  meeting  with 

Professor  [Edward]  Teller.   In  fact,  I  was  involved  with  him 
in  going  to  the  Board  of  Regents  asking  for  the  first  computer 
on  this  campus  in  the  computer  laboratory,  along  with  Glenn 
Seaborg  and  others.   We  found,  by  the  way,  that  it  was  easier 
to  sell  a  new  computer  than  it  was  to  sell  a  new  typewriter, 
because  this  was  something  dramatic,  a  big  investment 
[laughing]  which  was  going  to  be  seen. 

I  recall  during  this  period  when  I  knew  Professor  Teller 
pretty  well  that  he  made  a  statement  one  time --maybe  it  was 
before  the  Regents- -that  in  the  last  thirty  minutes  there 'd 
been  more  scientific  and  technological  progress  than  was  made 
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throughout  all  of  human  history.   Well,  that's  kind  of 
overdone,  no  doubt;  it's  dramatic.  The  facts  are,  we  have 
telescoped  progress,  or  whatever  you  wish  to  call  it  (at  least 
development) . 

Nathan:     At  least  change? 

Grether:    Change.   Change  has  occurred  at  an  extraordinarily  rapid  rate 
in  our  lifetime;  it's  kind  of  amazing  how  we  survive  it.   It 
speaks  well  for  the  human  being  that  he's  able  to  adjust. 

But  I  think  Toffler  was  right,  that  you  have  to  have 
some  zones  of  stability,  or  a  platform  as  a  base  for  working 
out  into  this  tremendously  rapidly  moving  environment  of 
change . 

Nathan:     You  may  represent  a  certain  zone  of  stability  to  your  students 
and  your  colleagues;  they  know  where  to  find  you,  they  know 
how  you  operate . 

Grether:    I  hope  you're  right,  by  the  way,  because  when  I  teach  a 

seminar  I  tell  my  students,  "Now,  anytime  you  want,  you  can 
knock  on  my  door  if  you  want  to  borrow  my  books  and  so  on."   I 
hope  they  feel  that  way  about  it;  some  of  them  do,  I'm  sure. 
One  trouble,  of  course,  with  students,  especially  in 
professional  schools,  is  that  they're  under  such  pressure  to 
keep  moving  and  get  out. 

Nathan:     One  little  sidelight.   Clark  Kerr  was  saying  that  of  the 

professors  under  whom  he  did  not  take  any  courses,  you  were 
the  only  one  he  knew  who  took  the  trouble  to  know  the  people 
you've  taught.   He  thought  that  had  something  to  do  with  your 
receptivity,  among  other  things --that  you  were  willing  to  talk 
to  students  even  though  you  weren't  immediately  connected  with 
all  of  them. 


Overseas  Visitors  and  Students 


Grether:    I've  been  very  lucky,  because  my  wife  and  I  had  our  home 
available.   This  has  been  especially  true  with  respect  to 
foreign  students;  we've  taken  them  in,  and  visiting  scholars. 
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Yesterday  there  happened  something  very  amusing. 
There's  a  Japanese  scholar  coming  a  little  later  this  spring, 
and  we've  invited  him  to  live  with  us  for  a  few  days. 
Yesterday  a  letter  came  in  from  him  that's  just  unbelievable. 
Here  it  is --Professor  Masahiro  Hattori  from  Kobe,  Japan.   He 
says,  "1  am  so  happy  to  hear  from  you  that  I  shall  be 
hospitalized  by  you  and  Mrs.  Grether." 

Nathan:     That's  really  charming. 

Grether:    If  you  want  to  take  time  for  an  anecdote,  we  had  one  thing 

happen  to  us  that  drove  the  importance  of  this  home .   At  the 
end  of  the  war  I  was  down  in  my  office  in  South  Hall  as  dean, 
and  the  secretary  came  in  and  said,  "There's  a  Japanese 
professor  who'd  like  to  see  you."  I  said,  "Show  him  in." 
Here  was  a  little  fellow  looking  so  hungry  and  lonesome  and 
homesick.   He  was  the  first  Japanese  to  appear  at  the  end  of 
the  war.   Here  he  was;  I  don't  know  how  he  got  there,  but  he 
was  sitting  outside  my  door.   I  talked  to  him  a  bit.   1 
excused  myself,  and  I  went  in  and  called  my  wife  and  said, 
"You  know,  there's  a  Japanese  professor  here.   He  looks  like 
he  needs  a  friend.   Can  I  bring  him  out  to  the  house  tonight?" 
She  said,  "We're  having  some  guests.   Sure --we '11  set  another 
place  at  the  table."  So  he  came  out  to  the  house,  and  we  had 
a  very  pleasant  evening. 

The  years  went  by- -maybe  ten  or  twelve- -and  I  was 
invited  to  a  reception  at  the  Japanese  Consulate  in  San 
Francisco  for  a  visiting  scholar.   I  didn't  usually  attend 
these,  but  I  happened  to  have  some  spare  time.   So  I  called  my 
wife  and  said,  "Let's  go  over."   So  we  did. 

We  got  in  this  reception  line.   The  first  Japanese  to 
speak  to  us  said,  "You're  such  special,  honored  guests  here 
today."  I  said  to  myself,  "That's  a  pleasant  thing  they're 
saying  to  everybody."  We  got  up  to  the  head  of  this  reception 
line,  and  our  eyes  almost  popped  out- -here  was  our  professor 
we'd  had  out  to  the  house.   He  was  now  the  President  of  Tokyo 
University.   [laughter]   He  was  well  fed,  fat  and  sassy.   His 
name  is  Tado  Yanaihara. 

When  he  saw  us,  he  said,  "Oh,  Mr.  and  Mrs.  Grether.   I'm 
so  glad  to  see  you.   Do  you  still  have  the  oak  trees  outside 
your  window?  Do  you  remember  the  dinner  at  your  house?  You 
had  my  favorite  food- -rice."   (My  wife  was  worried  that  night 
because  she  was  having  rice,  which  she  thought  wasn't 
necessarily  appropriate.)   "What's  happened  to  your  son, 
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Nathan: 
Grether: 


David?  Do  you  remember- -he  helped  with  the  table?"  And  he 
said,  "Also,  Mrs.  Grether,  do  you  remember  I  helped  you  in  the 
kitchen?"  Now  that's  some thing- -for  a  Japanese  male  to  go 
into  the  kitchen.   But  he  must  have  had  such  a  wonderful  time 
that  he'd  dropped  by  at  that  reception  and  followed  us  around 
and  talked  to  us  about  that  evening  at  our  house. 

We've  made  it  a  point  to  do  this  sort  of  thing,  because 
especially  people  from  the  Orient  find  it  so  important  to  get 
into  an  American  home.   They  don't  reciprocate  necessarily. 
We've  been  to  Japan,  and  they,  for  the  most  part,  will  not 
invite  you  home.   No  one  knows  why- -perhaps  because  they  have 
such  poor  homes  compared  to  our  standards;  at  least  they  don't 
feel  that  they  are  housed  nearly  as  well.   In  fact,  with  this 
particular  man,  the  first  time  he  was  at  our  house  I  saw  him 
looking  around.   I  said,  "We  have  just  a  modest  faculty  home." 
He  said,  "In  our  country,  only  the  very,  very  most  important 
people  would  have  a  home  like  this,"  which  is  true,  if  you've 
been  to  Japan,  because  housing  is  one  of  the  great  problems  at 
all  levels. 

There's  something  about  the  human  touch- -a  personal  concern 
for  someone. 

That's  right;  that's  right.   We  used  to  have  students  living 
with  us;  when  our  kids  were  small,  we  used  to  always  have  a 
foreign  student  living  with  us.   Those  turned  out  to  be  very 
interesting  experiences  for  them,  as  well  as  for  our 
youngsters  growing  up.  We've  kept  in  touch  with  some  of  them 
over  the  years . 

This  is  the  nice  thing  about  Berkeley- -the  whole  world 
is  here.   It's  a  shame  that  some  people  withdraw  from  it  and 
don't  take  full  advantage.   The  result  is- -chiefly,  I  think, 
because  my  wife  is  outgoing  and  likes  to  entertain- -that  we 
have  friends  all  over  the  world  who've  been  here. 

Is  there  anything  else  you  think  we  should  do  today,  or 
shall  we  call  it  a  day? 


Publication  and  Consequences 

Nathan:     We  were  just  talking  about  some  publications  or  writings  that 
have  had  a  certain  impact. 
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Grether:  This  is  always  a  very  difficult  problem  for  a  scholar  or  a 
writer.  It  used  to  worry  me;  then,  finally,  I  decided  one 
should  not  have  any  concern  about  that. 

Nathan:     What  worried  you  about  it? 

Grether:    For  fear  it  was  not  being  read  or  not  being  helpful  to 

somebody.   Then  all  of  a  sudden  I'd  get  evidence  that  somebody 
in  some  remote  part  of  the  world  or  in  the  United  States  had 
read  something  and  was  using  it.  Finally  I  said,  "Forget 
about  this  and  do  your  stuff,  or  do  your  thing"  [laughing] ,  so 
to  speak.  There's  abundant  evidence,  of  course,  that  it  has 
been  read  and  is  being  read- -always  surprising  to  me.   You 
can't  judge  this  in  terms  of  the  number  of  volumes  sold;  I've 
never  written  a  book  that  was  a  best  seller,  yet  they've 
always  been  reviewed  very  well.   In  other  words,  it  was  clear 
that  people  were  reading  these. 

In  terms  of  general  effect,  I  think  there's  no  doubt 
about  it  that  my  work  in  the  field  of  resale  price  maintenance 
and  fair  trade  has  been  influential  around  the  world.   When  we 
were  in  Sweden,  I  was  told  that  their  law  there  was  related, 
to  some  extent,  to  my  investigations  as  reported  there.   I 
think  this  is  true  in  other  countries,  and  it's  just  becoming 
true  in  this  country.   That  is,  it  took  years  before  my 
results  and  the  results  of  other  people's  work  began  making 
their  impact.   I  always  felt  that  my  job  was  to  do  the 
analysis  and  reach  conclusions  I  thought  were  the  appropriate 
ones,  and  let  it  go  at  that  point.   Sometimes  people  wanted 
something  stronger.  They'd  say,  "What  is  your  own  position?" 
I'd  say,  "If  it  doesn't  come  through,  there  must  be  some 
reason  it  didn't  want  to  come  through."  I  would  record  the 
evidence  and  give  my  overall  judgment. 

It  was  clear,  for  instance,  that  the  so-called  fair 
trade  approach  for  the  long  run  would  not  be  an  appropriate 
approach  for  the  problems;  that's  what  I  kept  emphasizing.   By 
the  way,  I  forgot  to  mention  one  thing:   at  an  earlier  stage  I 
was  supposed  to  be  the  final  witness  before  the  committee  in 
this  area  under  Congressman  Emmanuel  Celler.   (This  volume  is 
on  the  shelf  back  here  also.)  The  committee  hearings  were 
called  off  three  weeks  early,  so  I  never  got  to  give  that 
overall  summary.   But  I  did  write  a  paper  which  is  available, 
in  which  I  summarized  the  transcript  as  I  had  seen  it  at  that 
point,  and  also  interpreted  my  writings  and  other  evidence 
available  in  terms  of  the  problems . 
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My  position  was  that  this  is  a  short-run  approach  used 
by  people  who  have  vested  interests,  and  they  aren't  looking 
beyond  the  ends  of  their  noses.  Now,  it's  turned  out  this  is 
correct;  the  long-run  repercussions  here  have  been  coming 
along,  and  I  think  very  likely  this  whole  type  of  approach 
will  be  dropped.   Even  [Governor  Ronald]  Reagan  now  is 
opposing  it  [laughing] ,  and  the  attorney  general  of  the  State 
of  California  is  holding  hearings.   The  President  of  the 
United  States- -President  [Gerald  R. ]  Ford--said  recently  also 
that  we  should  drop  this  fair  trade  approach. 

Nathan:     And  go  back  to  more  open  competition? 

Grether:    That's  right- -not  allow  these  types  of  controls  over  prices. 

Nathan:     Just  to  back  up  a  little,  did  the  fair  trade  concept  develop 
out  of  the  Depression? 

Grether:    No,  no.   It  arose  out  of  the  increasing  importance  of  branded 
goods.   Remember  the  thing  I  mentioned  earlier- -manufacturers 
coming  downstream  in  the  marketing  channel.   They  did  this 
primarily  through  the  branded  and  packaged  goods  and 
advertising.   When  a  manufacturer  does  that,  if  he's 
successful,  that  takes  a  great  deal  of  authority  and 
responsibility  away  from  wholesalers  and  retailers;  they  are 
selling  his  brand,  not  their  own  merchandise  anymore. 

The  most  dramatic  evidence  of  this,  of  course,  was  the 
transition  of  the  old  apothecary  shop  to  the  modern  drugstore 
emporium. 

Nathan:     You  did  a  study  on  retail  druggists,  didn't  you? 

Grether:    Yes,  that's  right.   In  other  words,  the  drugstore  is  no  longer 
the  old-fashioned  apothecary  in  a  shop  where  they  do  their  own 
mixing.  This,  therefore,  placed  them  under  very  keen 
competition  with  other  druggists.   They  couldn't  now  develop  a 
reputation  for  being  apothecaries  or  pharmacists  separately 
speaking,  so  that  someone  came  there  for  their  professional 
service;  customers  came  there  to  buy  branded,  packaged 
products  on  a  price  basis. 

Druggists,  therefore,  found  themselves  in  a  condition 
where  it  was  very  difficult  to  make  a  living.   I  can  see  why 
they  wanted  something  done.   But  my  feeling  was  that  what  they 
were  requesting  was  not  a  solution  that  would  be  beneficial  to 
them. 
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What  happened  was  that  once  you  have  a  manufacturer  put 
a  price  structure  guaranteed  (on  liquor  in  this  state;  it's 
enforced  by  the  state,  even),  this  then  has  to  be  supplemented 
by  a  licensing  procedure.  Otherwise  the  number  that  come  in 
freely  will  tend  to  overpopulate  the  trade,  and  this  is  what's 
happened.  What  happened  in  the  drug  field  was  that  the 
supermarkets  took  over --everybody  got  in  the  act.  This  was  a 
guaranteed  market.  Anybody,  I  thought,  could  see  this  would 
happen. 

Nathan:     It's  simple  when  you  explain  it. 

Grether:    Yes,  yes.   It  has  been  happening,  and  therefore  there's  now 

not  nearly  as  much  agitation  to  preserve  it,  but  it's  amazing 
the  strength  of  this  movement  to  preserve  the  short-run, 
vested  positions,  looking  back  upon  it. 

Nathan:     Do  you  feel- -I  don't  want  to  put  words  in  your  mouth- -the  rise 
of  consumerism  is  tending  to  add  another  degree  of  force  to 
combating  fair  trading? 

Grether:    Yes,  but  this  is  not  the  first  consumer  movement.   I  think  the 
present  consumerist  movement  probably  is  a  more  powerful  and 
maybe  more  basic  one,  but  there  was  a  tremendous  consumer 
force  during  the  Depression.   It  got  mixed  up  with  the  low 
price  situation.   In  the  Depression  it  got  to  be  a  common 
belief  that  the  way  to  get  out  of  it  was  to  raise  prices  so 
you  could  protect  wages --the  labor  quota  of  the  NRA  and  so  on. 
This  got  into  this  whole  price  regulation  act.   If  you  can  put 
floors  under  prices,  then  you  can  bring  wages  up  and  restore 
prosperity  in  that  particular  way. 


President  Campbell  and  Andy  Furuseth 
[Interview  4:   March  14,  1975 ]## 


Grether:  During  this,  there  was  an  episode  of  some  sort  that  I  can't 
recall.  I  had  to  go  to  the  President  of  the  University  for 
adjudication.  I  was  called  in  to  talk  to  President  William 
Wallace  Campbell,  whatever  it  was.  Anyway,  I  recall  that  I 
said,  "No  self-respecting  man  would  tolerate  this,"  and  he 
agreed  with  me.  I  mention  this  because  we  became  very  well 
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acquainted  while  I  was  a  junior  faculty  member.   From  there 
on,  I  happened  to  see  President  Campbell  a  number  of  times. 

This  may  explain  why  it  was  that  my  wife  and  I  were 
invited  to  a  dinner  on  Labor  Day  in  1928  at  Campbell 's-- 
because,  in  fact,  he'd  become  acquainted  with  me.   During  this 
period  (in  fact,  Garff  Wilson  tells  me  it  goes  back  to  1896  in 
the  Centennial  Record)  there  was  the  practice  of  the  so-called 
Labor  Day  on  the  Berkeley  Campus ,  when  people  would  do  things 
on  the  campus --constructing  and  trail  building. 

Then  there  was  also  the  practice  of  having  a  convocation 
of  students  and  faculty  in  honor  of  labor.   During  this 
convocation,  usually  someone  from  organized  labor  was  the 
speaker.   On  this  particular  occasion,  the  speaker  was  Andrew 
Furuseth,  who  was  the  great  leader  of  the  Sailors  Union.   As  I 
recall,  Paul  Taylor  did  his  Ph.D.  thesis  on  Furuseth;  I'd  have 
to  check  this,  but  I  think  this  is  correct. 

In  any  event,  there  were  two  occurrences  that  noon  that 
still  are  very  sharp  in  my  memory.   One  is  that,  during  the 
dessert  period,  my  wife  became  nauseated  and  had  to  leave  the 
table.   It  so  happens  that  our  second  child  came  the  following 
month.   Mrs.  Campbell,  who  was  a  very  motherly  person,  went 
out  with  her  and  told  her  not  to  worry,  that  this  was  not  the 
first  time  this  had  happened  at  table  [laughing].   Shortly,  my 
wife  was  able  to  return. 

The  other  is  etched  even  more  sharply  in  my  memory.   I 
can  still  see  Furuseth,  who  was  a  very  rugged  Scandinavian  (in 
fact,  I  understand  there's  a  statue  of  him  over  in  the  Sailors 
Building  in  San  Francisco) .   He  was  holding  a  chicken  leg  at 
both  sides,  chewing  on  the  chicken  leg,  when  President 
Campbell  made  the  following  comment,  "I  don't  think  we'll  ever 
have  another  World  War.   Public  opinion  would  not  tolerate 
it."  Whereupon  Furuseth  let  go  of  this  chicken  bone,  it  fell, 
"plunk,"  on  his  plate,  and  with  his  mouth  full  of  chicken  he 
said,  "It  won't,  hey?"   [laughter] 

I  think  this  demonstrates  rather  graphically  the 
difference  between  the  intuitions  of  a  scholar  who  had  spent 
his  life  on  a  mountain  top  looking  at  the  stars,  and  the 
rugged  sailor  who'd  spent  his  life  in  his  environment.  His 
instincts  certainly  were  a  lot  nearer  to  the  actualities  of 
that  time. 
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If  I  may  take  time,  this  reminds  me  of  something  else. 
I  was  returning  on  the  train  from  professional  society 
meetings,  and  as  usual  traveling  by  coach,  when  down  the  aisle 
came  William  Wallace  Campbell,  undoubtedly  either  going  to  or 
returning  from  his  private  compartment  (at  least  1  assume  the 
President  would  have  a  compartment  on  the  train).   When  he  saw 
me,  he  sat  down  in  the  coach  and  spent  a  couple  of  hours  just 
having  a  friendly  chat  with  me. 

Campbell  was  a  very  formidable  person  in  some  ways-- 
enormous,  beetling  eyebrows  —  a  great  astronomer  who'd  spent 
his  life  rather  remote  from  the  real  world,  but  basically  a 
very  warm,  friendly  human  being.   For  some  reason  or  other,  we 
developed  a  considerable  friendly  relationship  during  the 
period  of  his  presidency. 


The  Cross -Country  Special  Train 


Grether:    Speaking  of  this  trip  across  the  country  reminds  me  of 

something  I  think  is  very  important.   Before  the  day  of  the 
plane,  to  go  across  the  United  States  was  a  major  adventure. 
It  took  three  nights  and  four  days  to  go  all  the  way  across. 
Now,  for  young  professionals  on  the  Berkeley  faculty,  this  was 
a  very  serious  business. 

For  example,  I  would  typically  spend  my  Christmas 
evening  on  the  train  going  East,  having  left  my  family,  and  be 
returning  on  New  Year's  Eve  after  attending  the  professional 
society  meetings  on  the  East  Coast  or  in  the  Middle  West 
someplace.   Sometime  I  think  I'll  write  a  little  article  on 
the  happenings  in  club  cars  on  Christmas  Eve  or  [laughing]  New 
Year's  Eve.   It  was  during  that  period  when  the  club  car 
became  the  center  of  travel . 

I  think  I  would  mention  Just  one  thing,  because  it  was 
so  dramatic.   On  one  of  these  occasions  there  was  a  great  deal 
of  joviality,  conviviality,  and  a  man  who  appeared  to  be  a 
priest- -from  his  dress --was  leading  the  singing.   A  woman  was 
sitting  beside  me  who  did  not  join  in.   The  priest  finally 
came  in  front  of  her  and  tried  to  get  her  involved  in  the 
singing,  whereupon  she  leaned  over  and  whispered  in  my  ear, 
"My  husband  is  in  the  baggage  car  in  a  box.   I'm  really  not  in 
the  frame  of  mind  to  join  in  the  spirit  of  the  party."  Well, 
I  was  able  to  get  the  word  to  the  priest  so  that  he  not  only 
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stayed  away  from  her,  but  I  noticed  eventually  he  tried  to 
give  her  a  little  comfort,  under  the  circumstances.   It  was 
always  quite  an  experience  to  travel  across  the  country. 

Now,  it's  worth  recording,  too,  the  strain  this  put  upon 
a  family.   It  was  bad  enough  for  me,  but  here  I  had  a  wife  and 
small  children.   As  I  look  back  now,  I  appreciate  how  lucky  I 
was  to  have  a  wife  who'd  live  under  these  circumstances  and 
undertake  the  responsibilities,  especially  during  these 
periods  when  I  had  to  be  away  on  these  professional  travels. 

Nathan:     Finance  is  a  problem  for  a  young  professor,  too? 

Grether:    Yes.   I  would  always  travel  sitting  up  on  the  coach.   The 

University  would  pay  that  kind  of  fare,  and  even  now  that's 
all  it  does;  it  gives  you  economy  class  travel.   If  you  didn't 
read  a  paper,  you  had  to  pay  it  yourself.  And  (you  may  know 
this)  the  Southern  Pacific -Union  Pacific  ran  a  special  train 
called  The  Challenger,  which  was  a  coach  train.   We  often 
called  this  the  University  of  California,  Berkeley,  Faculty 
Train  because  it  was  so  full  of  people  going  [laughter]  by  the 
cheapest  fare  available. 

Nathan:     In  a  way,  it  must  have  been  fun. 

Grether:    Oh,  it  was.   Have  I  mentioned  the  episode  of  one  of  our 

faculty  members  who  took  a  pseudo  name  on  one  of  these  trips? 
I'll  not  use  his  name,  but  he  told  me  this.   He  was  on  one  of 
these  trips  and  met  a  very  charming  young  woman,  and  for  some 
crazy  reason  he  didn't  mention  his  name.   He  kept  seeing  her 
as  they  traveled  across  the  country.   When  they  got  to  their 
destination  in  the  east,  he  stepped  off  with  her,  he  said,  and 
gave  her  a  kiss  and  said,  "This  has  been  a  very  pleasant  trip 
across  the  country,"  and  so  on  and  so  on.   She  said,  "Yes, 
it's  been  a  most  pleasant  trip  I've  had,  too.   In  fact, 
Professor  X,  I  enjoyed  this  more  than  your  course." 
[laughter]  He  thought  it  was  the  funniest  thing  that  had  ever 
happened  to  him.  He  didn't  fool  this  girl.  This  was  during 
the  days  of  big  classes  at  the  University  of  California. 
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VII  THE  EARL  WARREN  CONNECTION  AND  STATE  RESPONSIBILITIES 


Nathan:   Maybe  we  can  get  you  back  from  your  jaunt  on  the  train  to 

California  again.   Perhaps  we  can  talk  about  your  relationship 
with  Earl  Warren- -how  you  came  to  be  acquainted  and  how  that 
connection  developed. 

Grether:   I  think  it's  important  to  realize  that  we  were  living  in  Alameda 
County  during  the  period  when  Warren  was  first  deputy  and  then 
the  district  attorney  in  this  area.   So  far  as  I  know,  I  had  no 
personal  contact  with  him,  but  I  must  have  been  aware  of  his 
presence,  certainly,  in  the  county. 

In  checking  my  own  files,  I  find  that  my  first  recorded 
conversation  with  him  was  at  a  meeting  of  the  California 
Reconstruction  and  Reemployment  Commission  in  Sacramento.   I 
would  rather  not  talk  about  that  now,  because  it  had  to  do  with 
the  Institute  of  Industrial  Relations  and  Clark  Kerr.   (Later  on 
we  ought  to  have  a  special  discussion  of  the  establishment  of 
the  institute.)   It  so  happened  that  Governor  Warren  himself  had 
raised  this  question  of  having  an  agency  in  this  field.   In 
fact,  he  supported  it  and  went  to  the  legislature  and  asked  for 
the  funds . 

I  had  a  conversation  with  him  in  Sacramento  about  this 
whole  area,  at  a  meeting  of  this  commission.   Now,  I  was  not  a 
member  of  this  commission,  but,  as  mentioned  in  an  earlier 
interview,  I  directed  this  study  called  the  Steel  and  Steel - 
Using  Industries  of  California  for  the  commission. 


Commissions  on  Postwar  Plannine  (1946) 


Nathan:   This  was  post-World  War  II,  right? 
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Grether:  This  was  begun  at  the  end  of  the  war,  and  the  study  was  filed  in 
June,  1946.  Now,  what  the  governor  had  done  was  to  start  during 
the  war  a  number  of  projects  looking  forward  to  the  end  of  the 
war,  and  this  commission  was  set  up  in  the  nature  of  a  planning 
commission  to  look  into  the  kinds  of  problems  he  envisaged. 

Nathan:   Am  I  right  in  thinking  that  you  did  not  participate  in  the 
commission,  but  you  did  write  this  paper? 

Grether:  What  1  did  (and  it's  really  curious),  I  took  my  sabbatical  leave 
and  used  it  for  directing  this  study,  rather  than  using  it  for 
the  usual  trips  abroad  or  something  of  that  sort.   I've  checked 
my  financial  records,  and  what  happened  was  that  the  state 
commission  made  up  the  difference  between  my  sabbatical  two- 
thirds  and  the  full  salary. 

This  was  an  enormous  job  (I've  mentioned  it  earlier),  with 
a  large  staff  of  people.   It  was  entirely  in  the  nature  of 
postwar  planning.   It's  worth  recording  that  the  director  of 
this  commission  was  Alexander  Heron,  who  lived  in  Berkeley,  and 
I  knew  him  very  well  in  a  number  of  ways. 

Heron  is  a  good  example  of  one  of  Governor  Warren's  great 
strengths --his  ability  to  get  people  to  work  with  him.   Heron 
was  vice  president  of  Crown  Zellerbach.   He  left  that  job  on 
loan  and  went  to  Sacramento  to  direct  this  commission  which  did 
a  number  of  other  things  besides  this  particular  study.   This 
was  one  of  the  very  important  aspects  of  his  whole  program  of 
looking  into  the  postwar  period. 

It's  also  worth  recalling  that  Professor  Samuel  C.  May,  who 
was  director  of  what  was  then  called  the  Bureau  of  Public 
Administration  (I  guess  you  call  it  now  the  Institute  of 
Governmental  Studies,  which  is  a  direct  descendent) ,  accumulated 
during  the  war  a  large  library  of  postwar  materials  in  the 
bureau- -ephemeral  types  of  things  that  were  appearing  that  he 
thought  ought  to  be  preserved.   He  became  very  much  concerned 
about  the  possible  risks  of  the  postwar  period;  in  fact,  he  made 
a  lot  of  talks  around  the  state  in  which  he  warned  the  people 
that  we  could  maybe  have  a  million  unemployed.   This  figure  was 
bandied  around  a  great  deal. 

We  had  built  up  the  State  of  California's  industry  into  a 
war  pattern,  especially  in  the  air  and  steel  and  other 
industries.   The  problem  was:  Will  these  industries  be  able  to 
continue?   If  not,  there  could  be  a  very  sharp  readjustment, 
because  the  whole  country  had  been  combed  for  workers  in  the 
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shipbuilding  and  air  industry  and  so  on.   Many  hundreds  of 
thousands  of  people  had  been  attracted  to  the  state,  and  the 
question  was:   What  will  happen  when  the  war  ends?  There  were 
very  deep  concerns,  and  these  were  reflected  in  the  work  of  this 
Reconstruction  and  Reemployment  Commission  which  Alexander  Heron 
headed. 


The  Study  Report  on  Steel  (1946) 


Grether:   The  steel  study,  as  I  say,  was  in  this  area.   I  just  happened, 
since  we  talked  last,  to  pick  up  a  copy  here.   1  discover,  for 
example,  a  letter  from  the  West  Coast  Editor  of  Iron  Age .  which 
is  the  leading  trade  periodical  in  this  field.   This  is  dated 
December  31,  1946.   1  was  delighted  to  see  how  well  received  by 
the  specialists  in  the  industry  this  report  was.   It  says,  for 
example , 


Your  report  is  so  far  above  anything  else  covering 
the  western  situation  that  it  will  undoubtedly 
become  the  Bible  of  western  industrialists  insofar 
as  the  basic  products  of  steel  are  concerned.   The 
analysis  of  all  aspects  of  the  industry  seems  to  be 
extremely  fair,  and  those  conclusions  that  are 
drawn  concerning  markets  and  the  future  of  the 
industry  are  exceedingly  sound. . .May  I  congratulate 
you  and  those  who  worked  with  you  in  the 
preparation  of  this  work  on  doing  an  outstanding 
job  which  was  sorely  needed,  and  which  when 
properly  interpreted  will  contribute  greatly  to  the 
industrial  development  of  the  West. 


I  mention  this  because  I  think  that  Colonel  Heron  and  the 
group  around  him  had  a  good  plan  when  they  wanted  this  study 
made,  and  it  was,  I  think,  very  helpful  in  the  postwar  planning. 
I  was  lucky  because  of  the  type  of  people  associated  with  me  on 
this,  including  a  small  advisory  committee  from  the  steel 
industry.   For  me  it  was  an  enormous  educational  experience 
because  I  was  able  to  visit  the  steel  plants  and  other  plants. 
1  learned  so  much  myself  that  it  was  an  exceedingly  worthwhile 
experience. 

Nathan:    Did  you  also  bring  in  campus  people- -academics- -on  this  study? 
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Grether:  Yes.   I  mentioned  earlier  that  Professor  Aaron  Gordon  was 
working  with  me,  for  example;  Professor  Frank  L.  Kidner; 
J.  Gordon  Tyndall,  who  used  to  be  on  our  faculty  and  is  now  at 
the  University  of  Alberta  (in  fact,  Tyndall  for  a  while  was  head 
of  our  retirement  system  here);  and  J.  T.  Nichols,  who  was  not 
from  our  faculty.   I  might  mention  one  very  interesting  person 
who  popped  up.   A  man  named  Richard  P.  Wiseheart  appeared  and 
said  he  would  like  to  work  on  this  project;  he  said  he  was  a 
Bechtel  engineer.   I  said,  "Why  do  you  want  to  work  on  this 
project?"  He  said,  "Well,  I'm  tired  of  being  a  Bechtel 
engineer;  I  want  to  get  into  business  for  myself,  and  I  think 
that  working  on  this  project,  which  will  give  such  a  broad, 
overall  view  of  western  industry,  would  be  helpful  to  me."  So 
he  came  on  the  project  for  a  relatively  small  income,  and  it 
worked  out  that  way;  he  became  the  head  of  two  firms  down  the 
peninsula.   He  made  himself  a  wealthy  man  in  this  postwar  period 
by  having  gotten  the  picture  and  fitted  himself  into  it  as  an 
entrepreneur  of  his  own,  in  contrast  to  being  merely  an  employee 
of  Bechtel. 

This  was  the  first  thing. 


The  State's  San  Francisco  World  Trade  Center  Proposal  and  the 
Commission  (1947-1955} 


Grether:  The  second  was  the  San  Francisco  World  Trade  Center.   This  was 
quite  different,  except  it  was  also  an  example  of  postwar 
planning. 

Nathan:   Did  the  governor  appoint  you  to  the  San  Francisco  World  Trade 
Center? 

Grether:  Yes.  This  was  a  state  authority- -a  state  agency- -and  its 
purpose  was  to  try  to  develop  and  strengthen  California's 
position  in  international  trade,  and  especially  the  San 
Francisco  port.   It  also  was  in  the  line  of  postwar  planning. 
My  appointment  was  from  1947  to  1955;  the  agency  was  staffed  in 
1947.   I  well  recall  the  first  meeting  of  the  commission, 
because  Paul  L.  Davies,  who  was  one  of  the  members,  said  that 
since  I  was  a  professor,  and  therefore  undoubtedly  could  write, 
he  was  nominating  me  for  secretary  of  the  commission  [laughter]. 
So  1  became  the  secretary. 
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The  members  of  this  commission  were  partly  people  from 
local  industry,  or  like  myself,  and  some  were  ex-officio.   1 
think,  if  I  read  these  names,  you  can  see  that  this  was  really  a 
rather  exceptional  group.   The  chairman  was  Lei and  V.  Cutler. 
Cutler,  I  think,  was  one  of  the  greatest  promotional  geniuses 
I've  ever  met.  He  was  a  man  who  promoted  and  put  the  World's 
Fair  at  Treasure  Island  on  the  road;  he  did  all  that  planning 
and  management  of  the  fair.   For  years  he  was  either  a  member  of 
or  chairman  of  the  Stanford  Board  of  Trustees;  he  was  a  loyal 
Stanfordite  and  very  active  in  promoting  Stanford.  Well,  he  was 
a  logical  candidate  for  this  type  of  agency  because  of  his 
background  experience  and  so  on. 

Paul  L.  Davies  was  the  genius  behind  what  is  now  called  FMC 
Corporation  but  was  originally  called  Food  Machinery 
Corporation.   Before  that,  it  was  a  manufacturer  of  equipment  in 
the  bean  production  area,  in  an  agricultural  area;  they  were  a 
relatively  small  firm. 

I  might  just  put  in  an  anecdote  here  to  illustrate  that 
mistakes  of  judgment  can  be  made.   Very  early  on  our  faculty  had 
a  call  from  this  little  firm  in  San  Jose;  they  were  looking  for 
someone  to  handle  their  accounting.   We  sent  two  of  our  teaching 
fellows  in  accounting  down.   One  of  them  said,  "No,  that's  a 
very  small  little  firm;  it  doesn't  look  interesting."  The  other 
took  the  job.   His  name  was  Everett  Myers,  and  he  eventually 
became  the  treasurer  of  a  worldwide  corporation  [laughter], 
having  taken  the  job. 

What  happened  here  was  that  Paul  Davies,  who  had  been  an 
assistant  cashier  or  something  at  the  Wells  Fargo  (then  American 
Trust)  Bank,  married  the  daughter  of  the  head  of  this 
corporation.   He  moved  in  and  built  this  into  a  great  national - 
international  corporation. 

By  the  way- -which  illustrates  something  I've  observed  time 
and  time  again- -the  promotional  phases  of  building  a  business 
almost  always  are  highly  individual;  they're  done  by  a  person. 
Henry  Kaiser,  for  example,  was  the  promotional  genius  behind  the 
whole  Kaiser  structure.   That  can't  be  done  by  a  group,  at  least 
initially;  someone  has  an  idea.   In  this  case,  it  was  Paul  L. 
Davies.  These  people  are  very  exciting  to  be  associated  with, 
and  they're  also  very  intense  people.   This  was  true  of  Paul 
Davies  also. 

Then  there  was  James  S.  Dean,  who  was  ex-officio  state 
director  of  finance;  and  B.  J.  (or  Joe)  Feigenbaum,  who  was  ex- 
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officio,  in  a  sense,  as  president  of  the  Board  of  State  Harbor 
Commissioners.   It's  worth  recording  at  this  time,  therefore, 
that  the  state  was  operating  the  harbor  facilities,  not  the 
city,  as  has  been  true  in  recent  years.   The  trade  center 
authority  was  a  state  agency. 

Then  James  A.  Folger  of  the  Folger  Coffee  Company;  Charles 
Howard  of  the  Howard  Terminals  in  Oakland  (and  a  very  fine  man, 
by  the  way;  I  well  recall  our  relationships),  who  has  done 
rather  well  in  Oakland  because  Oakland  relatively  has  done 
better  than  San  Francisco,  and  Howard  terminals  are  in  the 
Oakland  waterfront;  L.  K.  Marshall,  who,  as  I  recall,  was  a 
lawyer  practicing  in  the  area;  Frank  B.  Durkee,  State  Director 
of  Public  Works;  and  Thomas  J.  Walsh,  a  labor  representative. 

Unfortunately,  I  cannot  find  my  files  of  this;  I  had  them 
as  secretary.  They're  either  in  the  archives  or  they're  buried 
in  my  basement.   1  keep  turning  up  things  all  the  time  on  this 
project.   But  I  have  with  me  here  what  was  the  final  outcome  of 
the  first  group.   This  is  called  San  Francisco  World  Trade 
Center.   It  is  a  promotional  piece  with  beautiful  pictures  and 
descriptions- -it's  a  beautiful  job- -indicating  the  dream, 
really,  of  Leland  Cutler  for  the  San  Francisco  waterfront, 
[pointing]  For  example,  see  all  the  piers,  and  here  would  be  a 
place  for  the  steamships  to  come  in  and  unload;  there's  where 
the  present  Ferry  Building  still  stands.   That  would  have  been 
removed,  and  you'd  have  this  great  area  for  picking  up  and 
discharging  passengers.  Then  you'll  notice  these  series  of 
buildings  with  a  forty- story  structure  in  the  middle.   This  was 
the  dream  of  Leland  Cutler;  it  was  a  wonderful  dream.  This 
description  goes  through  and  gives  the  details .   Jack  Merchant 
was  the  architect  who  did  this  preliminary  work;  a  lot  of  work 
was  done  on  this . 

What  Mr.  Cutler  had  in  mind  was  that  you'd  take  the  present 
Ferry  Building  structure  and  put  up  a  seven- story  building  to 
begin  with,  just  to  get  started;  then  eventually  you'd  move  into 
this  larger  type  of  project  step  by  step. 


What  Happened  to  the  Proposal 


Grether:  Now,  as  a  matter  of  fact,  it's  almost  tragic  to  see  what 
happened  in  contrast  to  this  dream,  because  all  that  ever 
happened  was  that  half  of  the  present  Ferry  Building  to  the 
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south  of  the  ferry  tower  became  the  Vorld  Trade  Center.   It's  a 
very  small  little  affair  compared  to  the  grandiose  proposal 
suggested  here. 

Nathan:   What  decisions  would  have  had  to  be  made  to  make  this  a  reality? 
Would  these  have  been  state -level  decisions? 

Grether:  Yes,  that's  right.   This  was  a  state  agency.   You  had  the 

problem  that  the  port  was  operated  also  by  another  state  agency. 
I  called  up  Joe  Feigenbaum  the  other  day  to  sort  of  refresh  my 
memory  a  bit  on  this.  His  view  was  that  this  was  just  too 
grandiose  for  the  period,  that  funds  would  not  have  been 
available  in  these  terms.   That  is,  the  plan  called  for  about 
$75  million  ultimately,  and  you  started  out  with  about 
$7  million.   But  he  said  that  the  real  thing  that  held  this  up 
was  the  fact  that  the  state  people  would  not  guarantee  that  they 
would  rent  enough  offices  to  underwrite  the  project.   If  the 
state  could  have  done  that,  this  would  have  provided  the 
financial  undergirding,  but  they  were  unwilling  to  do  that. 

If  I  ever  find  my  files,  I  may  want  to  pick  this  up  again 
to  see  just  what  happened,  step  by  step.   All  I  can  say  now  is 
that  this  was  a  dream,  that  when  you  look  at  this  in  contrast  to 
the  decaying  piers  right  in  this  area  in  San  Francisco  and  the 
collapse  of  activity  on  the  San  Francisco  waterfront,  one  can  be 
very  sad.   Suppose  this  could  have  been  effectuated;  suppose  it 
had  revitalized  San  Francisco  as  a  port.   Perhaps  it  was 
uneconomical;  Mr.  Feigenbaum  felt  it  was.   The  competition  of 
other  ports  and  other  factors  made  this  probably  not  feasible 
from  an  economic  standpoint. 

But  I've  always  felt  a  deep  respect  for  a  man  like  Leland 
Cutler,  who  could  dream  dreams  and  almost,  perhaps,  pull  them 
off.   Certainly  the  World's  Fair  was  a  good  example  of  a  dream 
that  he  dreamed.   Imagine- -building  an  island;  and  he  succeeded 
in  building  it  and  making  this  an  effective  force.   There  must 
be  a  lot  more  here  in  terms  of  that  period  in  relation  to  what's 
happened  since.   I'm  not  competent  at  all  to  judge,  but  it's 
obvious  that  something  has  gone  wrong. 

Nathan:   Could  you  speculate  at  all,  if  you  want  to,  whether  Northern 

California  had  much  clout  in  state  government?  Perhaps  the  fact 
that  this  would  be  of  direct  benefit  to  the  northern  part  of  the 
state  may  not  have  helped. 

Grether:   This  was  a  factor,  undoubtedly,  because  there  was  always  a 

problem  of  the  Los  Angeles  port  and  its  facilities  in  relation, 
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and  especially  during  this  period  there  was  a  great  deal  of 
north -and -south  feeling. 

In  fact,  I'd  like  to  put  it  on  the  record  that  my  feeling 
is  that  the  University  of  California  was  one  of  the  great 
unifying  forces  in  the  State  of  California- -that  there  had  been 
risks  of  the  north  and  south  breaking  apart,  but  the  one 
institution  for  a  long  time  that  was  truly  statewide  was  the 
University  and  its  operations.   This  helped  provide  a  unifying 
force.   This  is  a  good  example  here --that  is,  the  problem  of 
competition  between  San  Francisco  and  Los  Angeles,  which  was 
always  present.  Actually,  of  course,  our  port  was  so  superior 
here,  but  the  population  and  industry  were  down  there.   So  it 
created  a  very  real  problem. 

In  fact,  I  suspect  if  one  got  underneath  this  he'd  find 
that  there  was  lack  of  support  in  the  legislature  from  the  south 
for  this  type  of  investment  in  this  area. 

This  was  number  two.   The  third  thing  was  much  more 
important,  and  what  I'd  like  to  go  into  considerable  detail 
about.   This  is  a  rather  amazing  story  from  my  point  of  view. 


Postwar  Employment 


Grether:   The  forecasts  of  tremendous  unemployment  for  the  end  of  the  war 
period  did  not  prove  to  be  well  founded.   There  was  a  brief 
drop- -nothing  like  a  million—and  then  rather  quickly  employment 
moved  up.   In  fact,  the  transition  from  the  wartime  pattern  of 
production  to  the  peacetime  did  not  turn  out  to  be  very 
difficult  to  make.   Why,  I  don't  know;  it's  possible  some  of 
this  statewide  planning  was  a  factor.   In  any  event,  the  people 
who  had  come  to  California  because  of  wartime  opportunities  did 
not  return  to  their  home  bases.   They  stayed  here  and  they  were 
absorbed  into  new  industrial  developments  and  into  new 
opportunities  for  employment  in  general  in  the  state. 

But  in  the  year  1949,  trouble  appeared.  Also  in  the  year 
1949,  it's  interesting,  a  newcomer  came  to  the  state  who  planned 
to  capitalize  on  this  trouble  for  his  political  advantage --James 
Roosevelt.   As  this  unemployment  factor  became  important,  it 
became  somewhat  more  important  relatively  in  California;  in 
other  words,  our  percentage  of  unemployment  was  a  little  higher 
than  the  nation's  as  a  whole.   It  began  to  appear  that  perhaps 
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now,  in  1949,  we  were  going  to  get  this  postwar  backlash,  and 
that  would  be  a  very  serious  problem. 

James  Roosevelt  was  planning  to  use  this  as  his  platform 
running  for  governor- -that  is,  that  the  state  was  not  meeting 
its  responsibilities  appropriately.   I  mention  this  because  it 
had  nothing  to  do  with  the  story  I'm  going  to  tell  except  that 
it's  the  background,  I  think,  and  a  fact  that  ought  to  be 
considered. 

Governor  Warren,  of  course,  had  been  worried  about  this 
possibility.   Now,  when  it  began  to  appear  in  1949,  he  began  to 
look  around  for  appropriate  measures .   I  discovered  a  box  of 
materials  that  I  didn't  know  I  had,  in  which  I  have  copies 
indicating  exactly  what  happened,  and  it's  an  unbelievable 
story. 


Governor's  Town  Meeting  on  Employment  Problems:   The  Beginning 
(1949) 


Grether:   First  I  should  state  that  Governor  Warren  had  developed  an 

institution  which  he  called  a  "town  meeting"  of  the  citizens  of 
the  state.   Whenever  he  had  a  major  problem,  he  would  like  to 
convene  the  citizens  in  Sacramento  or  Los  Angeles  or  some  place 
else  to  look  at  the  problem  and  give  him  the  benefit  of  their 
judgment.   In  this  situation  he  therefore  decided  again  to  use 
the  same  device  to  convene  a  conference,  or  a  town  meeting  of 
citizens  of  all  walks  of  life  to  look  at  this  unemployment  or, 
if  you  wish,  employment  problem. 

He  [Governor  Warren]  had  a  meeting  of  his  own  people  on 
October  4,  1949.   He  had  the  heads  of  his  various  agencies  plus 
two  outsiders --Clark  Kerr,  who  was  the  Director  of  the  Institute 
of  Industrial  Relations,  and  therefore  would  be  very  interested 
in  the  whole  area;  and  Richard  Graves,  Executive  Director  of  the 
League  of  California  Cities --to  discuss  this  problem.   Among  the 
ideas  discussed  was  that  of  having  a  meeting  of  citizens  to  look 
at  the  situation.   I'm  surprised  when  I  read  these  minutes  (they 
came  from  M.  F.  Small,  the  executive  secretary  of  the  governor) 
that  it  was  suggested  that  I  would  be  the  appropriate  person  to 
run  such  a  conference. 
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Then  as  I  got  deeper  in  this  file,  I  discovered,  mind  you, 
that  1  met  with  some  of  the  same  people  on  October  7th,  already, 
in  Sacramento. 

Nathan:   Three  days  later? 

Grether:  Yes,  three  days  later.   In  between  I  had  received  two  things: 

Clark  Kerr  had  told  me  that  he  had  attended  some  discussions  in 
Sacramento,  and  my  name  was  mentioned  there;  and  the  governor 
called  me  and  asked  me  if  I  would  be  willing  to  act  as  the 
general  chairman  of  such  a  conference  on  employment  problems,  at 
the  very  least  to  come  and  discuss  the  project.   I  replied, 
"Well,  Governor,  I'm  not  even  a  member  of  your  party." 
Whereupon  he  replied,  "That  has  nothing  to  do  with  it." 

Nathan:   Was  this  the  first  time  you  had  talked  to  him  personally? 

Grether:   No,  no.   We'd  had  contact  before.   He  said,  "That  has  nothing  to 
do  with  it.   I  am  told  you  are  the  best  qualified  person  to 
handle  such  a  conference,  and  this  will  be  entirely  non- 
political."   So  I  accepted.   I  was  at  the  meeting  already  on 
October  7th  in  Sacramento  with  some  of  the  same  people  who  had 
been  at  his  October  4th  meeting. 

Then  on  October  14th- -only  one  week  later- -there  was 
convened  in  Sacramento  a  statewide  advisory  and  planning 
committee  for  the  conference.  The  telegrams  in  the  governor's 
name  inviting  these  top  people  to  this  advisory  meeting  went  out 
Monday  of  that  same  week,  and  all  of  them  either  were  present  or 
sent  representatives.   For  example,  Alexander  Heron  couldn't 
come,  but  he  had  a  representative  there  to  keep  him  in  touch 
with  the  developments. 

I  discover  in  my  files  the  full  record  of  that  discussion; 
it's  right  here.   For  example,  the  morning  discussion  represents 
a  transcript  of  sixty-seven  pages;  the  afternoon  discussion 
represents  a  transcript  of  thirty- six  pages.   This  includes  the 
names  and  ideas  of  the  various  people,  and  this  is  really  a  very 
formidable  list  of  people  from  industry,  from  labor,  from  other 
walks  of  life.   For  example,  just  looking  I  see  C.  J.  Haggerty, 
who  was  the  secretary  then  of  the  AFL,  and  Jack  Henning,  the 
research  director.   I  notice  here  Adolph  Teickert,  who  was  then 
head  of  the  Associated  General  Contractors,  and  who  is  still  a 
contractor  in  the  Sacramento  area;  H.  C.  McLellan,  president  of 
the  Merchants  and  Manufacturers  Association,  who,  by  the  way, 
has  always  been  a  very  helpful,  broadminded  person  in  industry. 
(It  was  Chad  McLellan  who  ran  the  American  exhibit  in  Moscow  in 
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1959.   My  wife  and  1  happened  to  visit  Moscow  at  the  time,  so  we 
were  glad  to  see  that  operation  there.)  And  Almon  Roth.   Going 
through  this,  it's  like  a  Who's  Who  of  the  State  of  California. 
And  they  came ,  and  they  went  to  work . 

The  governor  had  hoped  to  have  this  conference,  mind  you, 
November  15th- -one  month  later.   But  the  group  decided  to  have 
it  on  December  5th  and  6th  in  Sacramento,  and  proceeded  on  that 
basis. 

Then  I  observed  what  to  me  was  the  most  unbelievably 
efficient  operation  in  terms  of  a  project  of  this  magnitude. 
Two  or  three  days  later  I  met  with  the  department  heads  in 
Sacramento --heads  of  Governor  Warren's  departments.   He  told  me 
and  told  them  that  anything  1  wanted  they  should  make  available . 
The  whole  state  government  was  turned  over  for  the  purposes  of 
trying  to  look  at  this  problem,  trying  to  serve  the  interests  of 
this  conference. 

I  mention  this  because  it  gave  me  a  wonderful  opportunity 
to  get  acquainted  with  Sacramento.   I  checked  my  judgment,  by 
the  way,  with  Clark  Kerr's  the  other  day  on  the  phone.   I  said, 
"My  judgment  is  that  Governor  Warren  had  tremendously  able 
people  with  high  morale  who  were  very  loyal  to  him."  He  said, 
"That's  exactly  right."   I  think  this  was  one  of  Warren's 
strengths --that  he  was  able  to  get  good  people,  and  he  somehow 
gave  them  the  kind  of  leadership  so  that  they  worked  as  a  team. 
In  fact,  when  you  read  about  his  record  as  Chief  Justice  of  the 
United  States,  this  is  often  mentioned- -that  he  made  a  team  out 
of  the  Supreme  Court,  and  I  think  this  is  probably  very  true. 

One  wonders,  by  the  way,  what  would  have  happened  to  the 
United  States  if  the  Dewey-Warren  ticket  had  been  reversed.   My 
guess  is  that  Truman  would  not  have  been  reelected,  because 
Warren  had  the  popular  appeal  which  Dewey  lacked,  and  if  this 
same  type  of  ability  had  been  in  the  executive  offices—but 
there's  no  use  going  through  this  kind  of  thinking.   It's  been 
noted,  I've  noticed,  quite  frequently  by  people  who've  thought 
the  same  thing- -what  a  tremendous  President  he  would  have  made, 
judging  from  the  way  he  handled  state  government. 

What  happened  here,  then,  was  that  a  research  group  was  set 
up  under  the  chairmanship  of  Maurice  Gershenson,  composed  of 
people  in  the  state  agencies  as  well  as  people  in  the 
universities  and  other  agencies.   Other  background  groups  were 
set  up  to  prepare  the  basic  materials.   Then,  under  the  advisory 
committee,  the  conference  procedure  was  set  up,  which  was 
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implemented  in  a  most  amazing  way.   (And,  by  the  way,  I  had 
nothing  to  do  with  implementation;  my  job  merely  was  the  overall 
top  direction.) 

The  chairman  of  the  conference  group  was  Karl  Holton,  who 
was  director  of  the  Youth  Authority,  and  he  had  under  him- -from 
the  title  page  of  the  report  you  can  see  the  people  working  with 
him- -a  large  number  of  people  in  the  state  government;  in  fact, 
these  are  all  department  heads.   And  the  actual  conference 
manager  was  Heman  G.  Stark,  who  had  had  other  experience  and  who 
apparently  just  knew  exactly  what  needed  to  be  done  in  a  case 
like  this. 

The  conference  as  finally  put  on  the  road  arrived  in 
somewhat  the  following  fashion:   In  the  first  place,  names  were 
collected  from  various  sources  around  the  state;  I  recall  there 
were  25,000  names  as  possible  people  to  be  invited. 


Now,  somebody--!  was  not  involved  in  this  except  in  a  broad  way- 
combed  these  names,  and  I  think  about  2,500  invitations  were 
sent  out  and  2,000  people  appeared  finally  at  the  conference. 
These  people  in  the  invitation  were  asked  to  check  the  area  of 
interest  in  which  they  would  like  to  work. 


Four  Divisions.  Sixteen  Sections 


Nathan:   Did  the  invitations  go  out  in  the  governor's  name? 

Grether:   Yes.   Everything  went  out  in  the  governor's  name.   I  have  in  my 
file  a  copy  of  the  telegram  he  sent  to  the  initial  advisory 
group  inviting  them,  and  I  have  a  copy  of  the  letters  that  went 
out  to  the  people  and  the  form  that  was  used  so  they  could 
check.  They  could  choose  among  sixteen  different  sections 
classified  in  four  main  divisions.   It  might  be  worth  perhaps 
just  mentioning  those.   The  divisions  were  (1)  special  problem 
groups  in  the  labor  market,  and  there  were  four  sections: 
youth,  workers  over  forty,  minority  groups,  and  the  physically 
handicapped;  (2)  the  contribution  of  labor  and  management  to  the 
creation  and  maintenance  of  jobs,  with  the  following  five 
sections  (which,  by  the  way,  followed  the  census 
classifications):   agriculture -fishing- food  processing  (that  was 
kind  of  the  natural  resource  industries) ,  manufacturing 
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(including  lumbering,  public  and  private  construction), 
transportation-communication-utilities,  mineral  extraction,  and 
finally  trade - finance  and  service. 

Division  3  was  community  action  on  local  and  state  levels, 
and  here  there  were  four  sections:  community  assistance  to 
private  industry  in  creating  and  maintaining  jobs  and  matching 
jobs  and  workers,  community  responsibility  for  the  employment  of 
veterans,  then  (you'll  be  interested)  women --community 
responsibility  in  creating  self -employment  for  women—and  the 
last  of  this  group  was  the  industrial  climate  in  which  jobs  are 
created. 

In  Division  4  there  was  the  role  of  government  in  creating 
new  jobs.  Here  there  was  a  section  on  public  works,  on  services 
to  trade  and  industry,  and  on  regional  and  national  programs  for 
creation  and  maintenance  of  jobs. 

Now,  Governor  Warren  made  it  very  clear  that  he  didn't  want 
these  people  to  have  cut-and-dried  solutions  put  in  their  hands 
when  they  arrived;  the  discussion  was  to  be  entirely  free.   But 
obviously  you  can't  just  bring  people  together  at  loose  ends. 
So  what  was  done  was  that  a  package  of  basic  data  was  prepared 
for  each  of  these  groups,  and  this  was  finally  published  in  an 
appendix  to  the  report.   It  was  probably  the  best  overall  view 
of  the  State  of  California's  economy  available  at  that  time. 

Were  you  responsible  for  that? 

Well,  the  research  committee  was,  but  all  of  us  were,  in  a 
sense,  throwing  out  ideas.   The  research  committee  under  Maurice 
Gershenson  did  some  very  fine  work.   The  names  of  these  people 
are  recorded  here.   I  was  tremendously  impressed  during  this 
period  by  the  quality  of  the  research  staff  in  Sacramento  at 
this  time;  it  was  amazing  to  see  how  effective  they  were  in 
preparing  these  data,  along  with  aid  from  federal  and  other 
persons  available  in  the  area. 

As  I  said,  these  sixteen  sections  were  classified  into  four 
divisions;  each  division  had  a  leading  citizen  as  a  head.   For 
example,  Division  1  was  headed  by  Lloyd  Dinkelspiel,  a  leading 
attorney  from  San  Francisco;  this  was  the  area  dealing  with 
problem  groups  in  the  labor  market.   Division  2,  dealing  with 
the  labor  and  management  role,  was  headed  by  Dean  Emory  Olson  of 
the  School  of  Public  Administration  at  the  University  of 
Southern  California.   Division  3,  dealing  with  community  action, 
was  headed  by  Leonard  K.  Firestone,  who  was  then  the  president 
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of  Firestone  Tire  and  Rubber  Company  in  Los  Angeles  (and  is 
still,  I  notice,  active  in  the  state,  especially  in  Republican 
circles).  Division  4,  dealing  with  the  role  of  government,  was 
headed  by  Colonel  Alexander  Heron,  previously  mentioned,  who  was 
always  available  for  public  service. 

By  the  way,  Colonel  Heron  I  got  to  knew  very  well.   He  was 
one  of  these  very  unusual  people.   There's  kind  of  a  stereotype, 
especially  held  by  faculty  people,  concerning  business  people, 
but  it's  amazing  how  many  violations  of  this  stereotype  there 
are.  Heron,  for  example,  was  a  broadly  educated  man  with  wide 
interests,  read  widely.   For  example,  I  recall  he  had  me  in  for 
dinner  one  time  with  Peter  Drucker,  who  happened  to  be  coming 
through.   Heron  had  a  broad  acquaintanceship.   He  was  a  very 
lively  person  as  well  as  a  handsome  man,  and  always  active  in 
both  business  and  public  service  activities.   Business  is 
actually  full  of  this  sort;  I'm  sure  you  know  some  of  them  from 
your  experience  also. 

For  example,  I  recall  years  ago  at  the  Emporium  [San 
Francisco  department  store]  they  had  an  executive  whose  name  was 
John  B.  Guernsey.   I  had  him  speak  to  my  students  because  he 
could  give  them  a  broad  overall  conception  of  what  was  going  on 
in  retailing,  the  trends  of  re tailing- -some thing  quite  academic, 
by  the  way;  not  at  all  in  terms  of  short-run  business.   There 
are  many  people  in  business  who  have  scholarly  interests  on  the 
side  that  are  not  entirely  distorted  or  deflected  by  their 
business  pursuits. 

Each  of  these  divisions,  then,  was  broken  down  into 
sections.   For  example,  take  the  first  one,  Division  1.   Here 
you  had  youth,  workers  over  forty,  minority  groups,  and  the 
physically  handicapped.   In  each  of  these  sections  you  had  a 
chairman  (take  workers  over  forty- -Clark  Kerr) ,  an  editorial 
writer  (in  this  case,  William  Goldner,  who's  still  around  this 
area  and  has  been  on  the  campus  here  a  great  deal ,  in  and  out  of 
our  programs),  a  coordinator  (in  this  case,  someone  from  the 
state- -Edward  F.  Dowler) .  Then  there  was  a  panel  of  consultants 
available  for  each  of  these.   I  notice  the  first  name  on  this 
panel  of  consultants  is  Milton  Chernin,  and  right  on  down  here, 
people  at  a  very  high  level. 

Some  of  these  people  did  some  preliminary  work  along  with 
the  research  committee.   There  were  materials  and  there  were 
ideas  prepared,  but  it  was  stressed  they  should  not  put  out  a 
package  of  conclusions,  but  that  they  should  be  available  in  the 
discussion.  As  far  as  I  could  tell,  this  procedure  worked  very 
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well.   The  people  were  not  at  all  hesitant  about  throwing  out 
ideas.   I  would  roam  around  between  the  sections  and  watch  them 
work,  and  1  was  delighted  to  see  the  character  and  quality  of 
the  activity. 

Nathan:  They  were  all  going  on  simultaneously? 

Grether:  Yes,  these  sixteen  groups.   It  was  really  wonderful. 

Nathan:  Where  did  this  take  place? 

Grether:  In  Sacramento,  in  one  of  the  state  buildings. 

Nathan:  Did  they  have  somebody  taking  notes? 

Grether:   Yes.   Each  of  these  had  an  editorial  writer  who  was  there  for 

that  purpose,  and  he  helped  them  prepare  whatever  conclusions  or 
recommendations  emerged  for  two  purposes:   one  was  the  final 
report,  and  also  the  second  day  they  convened  for  brief  five- 
minute  reports  on  recommendations  that  they  were  coming  up  with 
in  their  final  report. 

Now,  I  was  interested  to  find  in  my  files  something  that 
does  not  appear  in  the  written  report- -the  remarks  I  made  in 
presenting  the  governor  to  the  conference  as  general  chairman. 
I'd  like  to  put  this  in  the  record. 

Nathan:   This  was  before  the  conference  got  underway? 

Grether:  At  the  first  general  session;  then  they  broke  up  into  the 
special  groups. 

Nathan:   This  technique  is  very  interesting. 
Grether:   It  worked  surprisingly  well. 


View  of  Governor  Warren 


Grether:  Here  is  what  I  said  about  the  governor: 


In  a  moment  we  shall  hear  from  Governor  Warren.   It 
would  be  presumptuous  of  me  to  tell  you  about  him. 
May  I  make  merely  one  comment:   In  my  discussions 
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with  Governor  Warren,  I  have  noticed  that  although 
he  does,  like  all  of  us,  speak  often  in  figures, 
averages ,  and  percentages ,  he  always  sees  through 
the  averages  to  the  people --the  individual  persons 
that  they  conceal.   He  immediately  visualized  a 
teenager  in  San  Diego,  a  so-called  overaged  worker 
in  Los  Angeles,  a  veteran  in  the  Bay  Area,  a 
migrant  worker  in  the  Central  Valley  with  whom  he's 
personally  acquainted.   This  quality  of  human 
perception  and  understanding  sets  the  stage  for  the 
governor ' s  conference . 


This  is  literally  true;  I  wasn't  just  trying  to  say  some 
fancy  words.   This  was  my  impression;  this  was  Earl  Warren's 
strength --that  he  saw  past  the  figures  and  the  data.   He 
stressed,  of  course,  the  seriousness  of  the  problem  in  our 
discussions.   What  happened  was  that  in  the  previous  spring 
unemployment  reached,  I  think,  the  figure  of  531,000  in  the 
state.   That  was  seasonal.   In  the  fall  it  was  running  300,000 
and  some,  which  was  90,000,  as  I  recall,  above  the  previous 
year.   He  told  me  as  we  discussed  it,  "If  the  unemployment, 
other  than  seasonal  unemployment  gets  up  to  500,000  and  beyond, 
we're  in  very  deep  trouble."  You  can  see  why,  because  civilian 
employment  was  a  little  over  4  million  in  the  state;  500,000 
would  be  12  percent,  but  it  was  running  about  8  percent  already. 
The  issue  really  was:   Is  this  the  real  postwar  situation?   Is 
this  a  delayed  reaction,  or  it  this  going  to  represent  a  very 
serious  ongoing  situation? 

After  this  was  all  over- -and  I  don't  know  how  long  after  it 
was- -Governor  Warren  called  me  up  one  time  (by  the  way,  he 
always  called  me  "Dean";  it's  a  handy  four-letter  title).   He 
said,  "Dean,  I  want  to  ask  you  something.   Why  is  it  we'd  hardly 
adjourned  this  conference  when  things  began  to  improve?"   I 
said,  "That's  because  of  the  quality  of  the  recommendations  and 
of  the  implementation  and  so  on,  of  course."  We  both  laughed. 

You  don't  know  about  a  thing  like  this  until  after  it's 
over.  What  really  had  happened  was  that  even  before  the 
conference  had  convened  there  was  the  beginning  of  an  upturn. 
Hopefully  that's  happening  now,  but  you  don't  know.   The  upturn 
had  begun,  and  in  the  weeks  that  followed  it  began  improving  all 
the  time.   So  by  the  time  the  election  came  around,  there  was  no 
problem;  things  had  improved. 
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Even  so,  it's  not  impossible  that  some  early  work  that  was 
done  in  the  state  (that  I'll  mention)  could  have  been  a  factor 
also,  because  there  was  a  heavy  stress  upon  follow-up  community 
action  programs.  But  undoubtedly  the  most  important  thing  was 
that  there  was  a  general  movement  upward  that  happened  to  be 
timed  just  right  [laughter]  in  terms  of  the  election.  Hopefully 
this  is  taking  place  now,  because  it's  a  very  comparable  type  of 
situation,  except  that  the  international  aspects  are  so  much 
more  serious  now. 


A  Threat  from  Labor  Groups 


Nathan:   Was  there  any  major  problem  that  developed  during  the  course  of 
this  activity? 

Grether:   There  was  only  one.   This  was  an  amazingly  efficient 

performance,  but  there  was  one  rather  interesting  threat.   Clark 
Kerr  came  to  see  me  the  day  before  the  conference  opened,  when 
people  were  already  assembling,  and  he  said,  "There's  trouble 
with  some  of  the  labor  people.   They  don't  feel  that  they  are 
appropriately  represented  in  the  sections  and  in  the  guidance  of 
the  conference."   I've  since  checked  this  a  bit  with  Clark,  and 
that  was  his  recollection  of  it.   He  told  me  recently,  when  I 
called  him  on  the  phone  about  it,  that  he  was  up  most  of  the 
night  working  with  the  labor  groups. 

What  really  happened  here  was  something  as  follows:   At 
that  time  the  AFL  and  CIO  were  not  merged  as  they  are  now.   Also 
at  that  time,  Warren's  relations  in  the  labor  field  were  closer 
and  better  with  the  AFL  group,  and  especially  with 
C.  J.  Haggerty,  whom  Warren  appointed  as  a  Regent,  than  they 
were  apparently  with  some  of  the  CIO  people. 

Also,  the  governor's  relations  were  a  little  firmer  with 
the  people  in  this  northern  area  than  they  were  down  south.   So 
some  of  the  people  from  the  southern  part  of  the  state  felt  that 
they  were  not  perhaps  properly  represented.   In  fact  (another 
thing  that's  very  interesting),  they  came  up  with  a  full  program 
that  they'd  worked  out  beforehand  that  they'd  hoped  to  sell  to 
the  conference.  This  was  something  that  was  not  anticipated- - 
that  a  group  would  come  in  with  a  full  program. 

In  any  event  (and  I  think  this  speaks  of  Clark  Kerr's 
efficiency  as  a  labor  negotiator) ,  he  succeeded  in  working  this 
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out  and  made  some  adjustments,  giving  them  a  little  more 
representation,  and  got  over  that  hurdle.   If  some  of  the 
organized  labor  people  had  walked  out,  it  would  have  ruined  the 
conference . 

Nathan:   How  useful  to  have  someone  who  was  in  close  enough  touch  so  that 
he  would  know  what  was  happening. 

Grether:   That's  right.   There  was  a  curious  follow-up  to  this  that  I 
mentioned  to  Clark;  he'd  forgotten  about  it.   Some  time 
following  this,  he  and  I  were  on  a  plane  going  to  Los  Angeles. 
We  happened  to  meet  on  the  same  plane  and  were  sitting  together; 
I  suppose  we  were  going  down  to  a  University  committee  meeting. 
Johnny  Despol  of  the  CIO  was  on  the  plane;  he  was  one  of  the 
people  at  the  conference  who  was  a  leader  in  the  CIO  group.   We 
noticed  he  was  wearing  a  Taft  button.   I  remember  we  kidded  him; 
we  said,  "John,  what  are  you  doing  with  a  Taft  button?"  He 
said,  "It  makes  for  much  better  plane  conversation."  As  soon  as 
he  stepped  off  the  plane,  he  reversed  it  and  put  on  the 
Democratic  button.   [laughter] 

By  the  way,  some  labor  people  were  really  a  delight  to  work 
with  if  you  could  get  over  this  problem  of  sensitivity.   (Later 
on,  when  we  get  into  the  unemployment  insurance  area,  the  CIO 
man  was  named  Tony  Ramuglio,  a  delightful  person  whom  I  greatly 
enjoyed  working  with,  and  as  a  human  being.   That's  something 
we'll  look  into  then.) 

The  conference  went  through  the  procedures  as  planned;  it 
overcame  this  one  threat.  A  hundred  and  fifty  specific 
recommendations  emerged. 

Nathan:   Did  the  150  have  to  be  ratified  by  the  whole  group? 

Grether:  No.   The  governor  made  it  clear  this  was  not  a  voting 

conference,  and  the  sections  should  take  votes  only  if  it  would 
be  in  the  nature  of  getting  a  consensus  of  some  sort. 

Speaking  of  threats,  there  was  one  group  I  was  worried 
about  myself,  but  unnecessarily  so.   The  offset  to  the  labor 
group  was  a  manufacturers  group,  and  they  are  probably  the  most 
rugged  individualists  in  the  state.  They  were  also  well 
organized  and  well  represented.   What  worried  us  there  was  that 
they  might  take  an  anti- labor  approach,  saying  that  the  solution 
would  be  to  lower  wage  rates .   But  as  it  turned  out  this  did  not 
occur.   In  fact,  insofar  as  they  talked  about  wage  rates,  they 
said  it  would  be  a  good  idea  if  you  could  organize  the  south-- 
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that  the  problem  was  not  the  height  of  the  wage  rates;  it  was 
the  differential  wage  rates  between  parts  of  the  country.  This 
was  a  rather  interesting  thing  to  observe- -the  fact  that  there 
was  very  broad  tolerance  and  very  good  healthy  discussion. 


Comments  and  Overviews 


Grether:   1  think,  now  that  we're  talking  about  this,  I'd  like  to  put 
another  aspect  of  my  introductory  remarks  into  this  record, 
because  they  were  not  in  the  published  report.   I  find  this  of 
some  help  at  least  to  myself;  it  might  be  to  somebody  else.   1 
made  the  following  comment: 


Last  Thursday,  in  Los  Angeles,  I  had  the  pleasure 
of  acting  as  moderator  over  a  panel  discussing 
California's  industrial  economy  in  the  present  and 
in  the  future . 


(I  might  say  parenthetically  this  was  because  at  the  same  time  I 
was  also  chairman  of  the  Industrial  Plant  Location  Committee  of 
the  California  state  Chamber  of  Commerce,  and  these  were  people 
of  this  group  I  was  meeting  with.  1  learned  a  great  deal  from 
them  about  what  was  going  on  in  the  state.)   To  continue, 


The  members  of  the  panel  were  experts  in  the  field 
of  industrial  promotion  with  long  years  of 
experience  and  research,  men  who  know  the  data,  the 
statistics  and  the  trends  in  this  field. 
Incidentally,  some  of  these  panel  members  are  here 
today  and  will  participate  in  the  discussions  in 
the  sections.   It  has  been  my  good  fortune  to  meet 
with  these  men  occasionally  during  the  past  several 
years  and  listen  to  them  discuss  California's 
industrial  development.   The  discussions  last  week 
contained  a  different  note  than  those  of,  say,  two 
years  ago.   This  emphasis  can  best  be  described  as 
one  of  restrained  optimism.  The  postwar  boom  period 
is  over.   Certainly  industry  is  still  expanding  and 
will  continue  to  do  so,  but  the  rate  of  growth  is 
slower.  Now  that  we  can  take  stock,  we  discover 
that  in  spite  of  our  large  numerical  gains ,  we 
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actually  have  not  caught  up  with  our  population's 
growth  in  manufacturing  and  in  some  other 
industries. 


(In  fact,  this  has  been  a  continuing  problem;  people  come  in 
more  rapidly  than  can  be  absorbed  in  the  short  run  into  the 
State  of  California.) 


In  other  words,  the  expansion  of  manufacturing  lags 
significantly  behind  population  in  California.   It 
is  evident  that  in  the  months  and  years  ahead, 
things  will  be  more  competitive.   That  means  we 
must  be  more  intelligent,  must  plan  more  carefully, 
and  must  strive  more  vigorously.   Of  course,  that 
is  the  essence  of  competition  in  the  public 
interest. 


(I  like  this  because  of  my  interest  in  competition  policy;  I  was 
pleased  to  discover  I  put  it  this  particular  way  at  this  time.) 


Likewise,  we  must  find  answers  to  a  whole  series  of 
problems  arising  out  of  our  past  good  fortunes. 
The  groups  said  that  they  worried  about- -these  were 
the  groups  in  Los  Angeles --air  pollution,  water 
pollution,  water  supply,  transportation  rates  and 
facilities,  the  nature  of  immigration  now  in 
contrast  to  the  past,  fuel  and  power  supplies  and 
costs,  and  the  lack  of  an  integrated  textile 
industry,  and  other  problems.   Undoubtedly  the 
problems  that  arose  in  that  discussion  will  also 
reappear  here  today  and  tomorrow,  along  with  many 
others.   Truly,  there  is  abundant  reason  for  this 
conference . 


This  is  what  occurred,  of  course;  all  this  got  into  the 
discussion.   Looking  back  on  it,  I'm  delighted  to  see  the 
realization  of  the  natural  resources  problem- -the  scarcity  of 
resources  and  the  importance  of  trying  to  deal  with  these 
problems- -and  also  the  environmental  issues.   They  were  not  out 
in  front,  because  (and  I  think  this  is  very  important)  the 
urgent  problem  was  jobs,  and  Warren  made  it  clear  that  this  is 
it --we've  got  to  create  jobs.   He  said  to  take  a  positive  view, 
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that  the  Issue  is  not  unemployment;  the  issue  is  job  creation  to 
take  care  of  this  inflow  of  people.  The  stress  was  on  jobs,  not 
upon  the  environmental  problems . 

The  shift  into  the  present  situation  where  you've  got  to 
maintain  Jobs  also  involved  the  environmental,  ecological, 
natural  resource  issues .   This  brings  it  into  the  present 
setting,  where  both  are  so  heavily  involved  in  the  public 
interest.  But  as  of  this  time  in  the  State  of  California,  the 
stress  was  on  jobs.   This  was  true,  I  think,  nationally  also. 

Now,  what  did  all  this  add  up  to?  1  mentioned  how  things 
were  turning  at  the  time,  unless  we  didn't  realize  it,  and  by  a 
few  months  later  the  seriousness  of  the  problem  had  changed  into 
a  phase  where  one  could  be  relaxed  about  it  all.   But  one  thing 
that  occurred  here  I  think,  is  very  important,  and  that  was  not 
only  the  positive  stress  on  jobs  and  job  creation,  but  the 
stress  on  local  community  action  programs- -this  was  a  very  basic 
theme- -and  not  reliance  merely  upon  the  state  and  federal 
government  for  solutions.   Each  community  should  organize 
itself,  look  at  its  problems  and  needs. 

Then,  as  a  considerable  follow-up  immediately  after  this 
conference,  there  was  a  conference  in  Los  Angeles,  and  there  was 
one  in  Santa  Clara  (I  attended  the  one  in  Santa  Clara) ,  and  one 
in  the  Valley.   They  were  sub-groups  based  upon  this  major 
conference,  using  the  same  materials  around  the  state.   If 
nothing  else,  it  got  people  interested  and  made  them  somewhat 
more  intelligent  about  the  nature  of  the  problems.   At  least  as 
I  see  it,  this  is  the  essence  of  democracy,  if  it  can  work  at 
all- -to  have  the  people  in  the  community  become  concerned. 
There's  certainly  a  lot  of  evidence  that  the  people  in  the 
communities  of  the  state  are  concerned  with  a  lot  of  things  in  a 
very  active  sense.   This  was  the  thrust. 

In  terms  of  overall  or  general  appraisal,  I  think  I'm 
fortunate  again  from  having  combed  my  files;  I  discover  here  an 
address  I  made  to  the  Commonwealth  Club  at  the  Friday  luncheon 
session  on  February  10,  1950.   By  that  time,  the  published 
report  (346  pages)  was  available,  and  I  had  it  with  me.   I  tried 
to  interpret  the  purpose  and  results  of  the  conference  as  I  saw 
it  then,  three  months  later. 

I'll  be  glad  to  have  this  address  put  into  the  record  if 
you  wish,  because  this  was  never  published;  the  Commonwealth 
Club  merely  publishes  brief  extracts  in  their  little  bulletin  or 
report.   This,  I  think,  would  be  a  good  way  to  look  at  the 


149 


results  as  1  saw  them.   I'm  interested  that  I,  at  the  end  here, 
stressed  what  I  thought  was  only  one  weakness  in  this  whole 
procedure,  and- -let's  see  if  I  can  get  the  right  wording  here- -I 
said, 


It  is  important  in  appraising  the  recommendations 
and  suggestions  in  the  governor's  conference  to 
place  them  in  the  present  context.   We  are  not  now 
in  a  state  of  economic  crisis,  and  there  is  little 
reason  to  believe  that  a  major  recession  is 
impending.   How  would  these  same  conferees  have 
reacted  in  the  atmosphere  of  1932  or  1933?  Anybody 
who  went  through  that  period,  as  I  did,  would  raise 
that  question.   We  trust  they  may  never  be  put  to 
that  test.   If  I  may  speak  in  the  first  person 
(that  is,  for  myself  and  not  for  the  conferees  as  a 
whole),  I  believe  that  the  discussions  in  general 
do  not  come  to  full  grips  with  the  problem  of  the 
nature  of  the  cooperative  working  relations  between 
private  industry  and  government,  essential  to  the 
maintenance  of  a  reasonable  level  of  employment  if 
the  going  should  get  rough. 

Whether  we  like  it  or  not,  government  nowadays  is 
more  than  the  referee  of  a  game,  and  more  than  a 
facilitating  agency.  The  size  of  governmental 
revenues  and  expenditures  and  governmental  monetary 
and  physical  policies  alone  are  influential  in 
determining  what  happens  in  production  and  in  our 
markets.   Furthermore,  in  the  face  of  a  severe 
crisis,  government- -federal,  state,  and  local- - 
would  inevitably  undertake  action  programs.   It  is 
recommended  that  a  plan  of  public  works 
expenditures  be  prepared  to  be  invoked  in  a  case  of 
need. 

Much  more  important  as  a  background  for  such  a  plan 
should  be  a  broadly  and  soundly  articulated 
conception  of  the  private  and  public  measures  that 
should  be  invoked  in  the  event  of  need.   I  do  not 
mean  detailed  blueprinting,  but  broad  analysis  and 
interpretation  upon  which  reasonable  action  can  be 
based,  which  considers  the  new  world- -national, 
regional,  state,  and  local  factors  that  are 
characteristic  of  our  postwar  situation  in 
relations  to  the  special  circumstances  in 
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California.  Otherwise,  we  may  again  at  some  future 
time  go  off  the  deep  end,  as  we  did  in  the 
Depression. 


Now,  looking  at  the  present  context,  this  is  still  with  us. 
Nathan:   Exactly.   How  current  this  all  is. 

Grether:  Look  at  this --the  same  problems  are  in  Vashington  and 
Sacramento . 

Nathan:   And  you  were  talking  about  regional  problems;  not  many  people 
were  at  that  time ,  were  they? 

Grether:   Well,  yes,  they  were.   There  was  a  Pacific  Intergovernmental 

Relations  group.   Joe  Rupley  was  head  of  that.   I  think  you'll 
find  a  lot  of  stuff  over  in  your  library  [Institute  of 
Governmental  Studies]  about  this.   They  were  worrying  about  it 
on  a  regional  basis.   There  had  been  some  study,  but  not  nearly 
as  careful  and  systematic  as  it  should  be. 

Nathan:   Do  I  gather  that  you  felt  at  that  time  a  lack  of  this  kind  of 
broad,  forward  reasoning,  contingency  planning? 

Grether:   Here  I  think  is  a  very  interesting,  difficult  aspect  of  the 

California  situation,  and  probably  in  general.   In  California  at 
that  time,  and  even  now,  for  many  people  the  word  "planning"  is 
anathema;  it's  attacked  as  being  socialistic.   (And  this 
criticism  is  arising  around  the  country  right  now.)  The  problem 
in  a  democracy  and  in  a  system  where  you  have  presumably  free 
choice,  is  to  get  the  right  balance  between  what  goes  on  in  the 
governmental  side  and  in  the  private  side. 


Chambers  of  Commerce  and  Creating  Jobs 


Grether:   This  type  of  problem  in  relationship  is  accentuated  and  perhaps 
aided- -or  perhaps  reversed,  depending  on  your  point  of  view- -in 
California  by  the  presence  of  the  most  powerful  state  Chamber  of 
Commerce  probably  in  the  United  States,  because  the  California 
state  Chamber  of  Commerce  in  the  private  sector  is  a  very  well- 
organized  group.   Some  of  the  same  people,  by  the  way,  who  were 
here  involved  were  also  active  in  the  state  Chamber  of  Commerce. 
Over  the  years  there's  been  always  kind  of  an  active  oversight 
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from  both  sides;  the  state  Chamber  of  Commerce  doesn't  wish  the 
state  to  take  over  some  of  the  things  in  the  private  sector  it 
feels  it  should  be  promoting,  you  see. 

Nathan:   Could  you  give  me  an  example? 

Grether:   Let's  jump  ahead  into  an  area.   For  fifteen  years  I  was  chairman 
of  what  was  called  the  Industrial  Plant  Location  Committee, 
which  came  to  be  called  the  Industrial  Development  Committee. 
These  are  people  from  the  government  agencies,  state  and  local, 
but  also  from  the  banks,  the  railroads,  public  utilities,  real 
estate  groups- -all  the  people  who  have  an  interest  in  the 
industrial  development  of  the  state.   Maybe  fifty  or  sixty  of 
such  people  would  attend  these  meetings. 

Very  strong  in  this  group  were  the  people  from  the  state 
Chamber  of  Commerce;  in  fact,  the  state  Chamber  of  Commerce 
provided  the  director  of  research  for  all  of  this,  Herbert 
Ormsby,  and  he  and  I  got  to  be  very  good  friends.   They  were 
preparing  research  materials. 

Undergirding  all  of  this  were  always  the  local  Chambers  of 
Commerce;  every  community  has  its  Chamber  of  Commerce.   But  the 
discussions  were  anything  but  merely  of  a  local  sort,  because 
you  had  present  there  people  at  all  levels  of  interest  with  a 
great  deal  of  experience  and  background.   But  also,  to  look  back 
upon  that  (and  maybe  we'll  get  around  to  this  sometime),  the 
chief  interest  was  the  one  that  showed  here,  too:   the  test  of 
success  was  always  jobs,  the  creation  of  jobs.   In  fact,  all  the 
reporting  procedures  employed  were  based  on,  "How  many  jobs  are 
created  in  this  community?"  What  this  got  to  be  was  a  great 
clearing  house  of  ideas  and  thinking  for  the  creation  of  jobs, 
because  this  was  the  critical  thing.   People  insisted  on  coming 
to  this  state  of  ours,  or  did  during  that  period.   They  were 
crossing  the  borders  continually;  most  of  them  were  unemployed, 
and  they  would  keep  adding  to  the  labor  force .   You  had  this 
continual  problem  of  digesting  them,  of  finding  employment.   So 
this  was  the  strategic  factor. 

What  happened  here  was  that  you'd  have  reports  all  around 
the  state  (and  this  is  one  reason  I  enjoy  this- -I  can  get  a 
bird's  eye  view  of  what  is  going  on  in  the  state);  every 
community  reported  upon  the  new  plants,  additions  to  plants,  the 
new  capital  expenditures,  and  especially  the  new  jobs  created  by 
these  new  plants  or  plant  additions  or  whatnot.   It  was  a 
wonderful  way  to  keep  in  touch  with  the  pulse  of  the  industrial 
development  of  the  state. 
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The  critics  nowadays --it's  easy  to  criticize --should,  I 
think,  put  into  perspective  the  fact  that  we  have  a  National 
Employment  Act  passed  in  1946,  which  chiefly  is  concerned  with 
employment  and  employment  stabilization  along  with  price 
stabilization.  But  the  stress  is  upon  employment,  in  a  positive 
sense.   This  was  true  here.   The  thing  we  haven't  learned  as  yet 
is  how  to  serve  that  set  of  interests  as  well  as  the  other 
interests  that  are  getting  to  be  even  more  urgent. 


Some  Consequences  of  Industrializing 


Grether:   Of  course,  it's  easy  now  to  look  back  and  see  what  was  happening 
here.   The  stress  upon  jobs  and  expansion  of  plants  is  often  at 
the  expense  of  the  air,  the  water  supply,  the  facilities  for 
waste  disposal.   For  instance,  1  can  recall  discussions  (now, 
these  were  serious  discussions) ,  "Could  one  dispose  of  waste  by 
having  aqueducts  take  it  out  back  into  the  desert  area?"  That 
was  seriously  discussed- -why  not?  Except  those  people 
immediately  say,  "No.   This  will  ruin  our  underground  water 
supplies."   So  the  easiest  way  is  out  into  the  ocean,  or  in 
other  ways. 

What  happened  in  California  is  that  we  moved  from  a 
pleasant  agricultural  and  semi -urban  type  of  a  state  into  a 
modern,  complex  industrial  society  in  a  relatively  small  number 
of  years.   Really,  during  the  post-World  War  II  years  is  when 
this  came  upon  us  in  full  force.   We  are  now  a  modern  industrial 
society,  and  we  had  enormous  problems  created  by  this.   Some  of 
the  measures  taken  to  protect  us  in  terms  of  jobs  for  the 
growing  population  by  the  same  token  produced  other  problems 
that  are  turning  out  now  to  be  even  more  serious.   This  goes  on 
and  on  and  on. 

Take  the  water  problem- -the  diversion  of  our  water  from 
north  to  the  south  to  protect  the  population  growth. 

Nathan:   Yes.   You  were  a  consultant  in  this  area? 

Grether:  Yes;  I'm  going  to  get  into  that,  if  you  would  like.  That's  an 
old,  old,  and  continuing  problem,  not  only  in  this  state  but  in 
other  western  states.   But  I  think  the  thing  that  really  didn't 
strike  home  for  a  long  time  was  the  air  problem.   In  Los  Angeles 
it  hit  so  sharply  and  so  early  that  Los  Angeles,  it's  well  worth 
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Nathan: 
Grether: 


recording,  was  a  national  leader  in  trying  to  find  solutions. 
They  were  taking  creative  and  forthright  measures  in  the  Los 
Angeles  Basin  to  try  to  do  something  about  their  air  problem. 
Some  of  this  we  can  look  into. 

It  didn't  look  to  be  so  serious  for  other  parts  of  the 
state,  but  actually  it's  not  only  a  statewide  problem;  it's  a 
national  problem  wherever  there's  a  population  center  of  any 
size.   Even  little  Hissoula,  Montana,  has  a  very  serious  air 
pollution  problem. 

That  hurts,  doesn't  it—with  all  that  beautiful  sky. 

That's  right;  that's  right.   So  we  have  moved,  you  see,  from  a 
period  and  a  situation  in  which  the  stress,  by  the  very  nature 
of  the  circumstances,  was  on  new  jobs  to  take  care  of  our 
growing  population,  to  trying  to  grapple  with  that  plus  the 
problems  that  solving  this  one  produced  for  us . 


Private  vs.  Public  Sector 


Nathan:   You  were  saying  earlier  that  you  felt  that  the  business 

interests,  perhaps  represented  by  the  Chamber  of  Commerce,  did 
not  welcome  governmental  planning  in  the  business  areas? 

Grether:   Some  didn't.  This  is  why  I  was  concerned  about  the 

manufacturing  group,  because  that's  a  group  that  is  what  I  call 
the  most  rugged  in  terms  of  rugged  individualism.   But  it  came 
off  very  well  in  this  discussion.   One  must  be  very  careful 
here.   There  have  been  some  very  fine  public -spirited  leaders  at 
all  levels,  but  there's  always  an  undercurrent,  or  sometimes 
more  than  an  undercurrent,  of  the  reverse.   The  swing,  of 
course,  from  Varren  finally  to  Reagan  reflects  in  a  sense  the 
shift  or  the  balancing  of  some  of  these  forces. 

Nathan:   Could  we  just  speculate  for  a  moment:   the  problems  that  were 
discussed  in  this  conference  are  so  clearly  current;  do  you 
think  that  a  similar  device  would  be  of  value  again- -a 
brainstorming  session  of  the  people  of  the  state?  Or  was  that 
unique  to  Varren? 

Grether:  You  know,  the  present  governor's  father,  for  a  while,  followed 
along  this  pathway.   For  example,  my  wife  and  I  went  to  a 
conference  on  automation  that  he  called  in  Los  Angeles. 
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Nathan:   This  is  Pat  Brown  [Edmund  G.  Brown,  Sr.]? 

Grether:  Yes.   I  have  that  someplace  around  here.   I  think  I  did  run  a 

section,  come  to  think  of  it,  but  1  was  not  general  chairman  of 
it.   I  remember  Clark  Kerr  was  there  also.  The  fear  was  that 
automation  was  going  to  create  enormous  unemployment. 

To  answer  your  question,  I  think  perhaps  someone  could  get 
through  to  the  present  governor  [Edmund  G.  (Jerry)  Brown,  Jr.], 
have  him  look  at  this  report,  and  say,  "What  would  happen  if  you 
tried  to  update  it  and  add  to  it  the  other  problems  that  have 
become  so  critical  since  that  period?"  You  could  even  bring  a 
few  of  the  same  people  back  by  way  of  general  consultation,  to 
see  what  kind  of  a  reaction  people  would  take .   This  was  an 
unbelievable  performance  in  terms  of  the  outcome. 

It  had  one  limitation  (and  when  you  read  this  Commonwealth 
Club  statement,  it's  highlighted),  and  that  is  that  people  were 
classified  by  interest  groups.   Therefore,  the  discussions 
reflected  the  homogeneity  of  people  in  these  various  sections- - 
the  over-age  group,  the  manufacturers  group,  or  whatnot;  these 
were  all  people  of  the  same  what  you  might  call  "consciousness 
of  kind,"  the  same  interests.   There  was  not  adequate  cross  - 
fertilization.   That  has  to  come  in  some  other  arena;  it's  much 
more  difficult.   In  fact,  I  don't  think  you  could  get  that  into 
something  organized  on  this  grand  scale.   This  was  an 
unbelievable  performance  in  terms  of  the  seriousness  of  purpose. 
When  I  say  150  recommendations  came  out,  there  were  many  more 
batted  around.   These  are  what  emerged.   [laughter] 

Nathan:   It's  really  a  remarkable  stimulus  to  thinking. 

Grether:   It  is,  in  terms  of  people  going  to  work  on  the  problems  of  the 
community.   It  would  be  interesting.   I've  written  a  paper, 
which  was  published  this  summer  in  the  Journal  of  Marketing,  in 
which  I  suggest  that  probably  one  of  the  most  important  devices 
we  could  have  in  our  democracy  would  be  special  interest 
discussion  groups  where  people  do  the  thing  that  was  done  here, 
but  take  time  to  intelligently  look  at  the  problems,  and 
especially  in  terms  of  what  you  might  call  the  private  versus 
the  public  sector  relationships.   Try  to  bridge  the  gap  between 
the  two . 

One  difficulty  nowadays  is  that  these  problems  are  getting 
so  horrendously  complex  they  almost  defy  solution  in  terms  of 
making  allowance  for  all  the  relationships  involved.   Continuing 
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special  interest  study  groups,  especially,  can't  take  time 
enough  to  try  to  work  through  some  of  these  complexities  and  try 
to  be  intelligent. 

Now,  this  was  a  quickie,  you  see.   But  suppose  people  were 
organized  and  told,  "A  year  from  now  we're  going  to  bring  you 
together,  after  a  year's  study.   We're  bringing  you  together  now 
to  launch  you,  and  then  come  back  six  months  or  a  year  from  now, 
after  you've  had  time  to  go  to  work  seriously."  I  was  thinking 
about  the  large  number  of  special  interest  groups  we  have  in  our 
society  now- -consumer  groups,  for  example,  and  so  on  and  so  on. 
This,  I  think,  is  a  healthy  situation,  because  this  might  be  a 
way  of  getting  more  intelligence  into  the  analysis  of  some  of 
these  very  difficult  problems. 
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VIII  DC  BERKELEY  AND  ASPECTS  OF  THE  LOYALTY  OATH  (1949-1952) 


Governor  Warren's 


Nathan:   Were  you  thinking  of  talking  a  bit  about  the  Unemployment 
Insurance  Study  Commission? 

Grether:   I  would  like  to,  but  first  I  think,  in  terms  of  chronology, 

perhaps  we  ought  to  talk  about  the  oath  period,  since  there  was 
some  basis  for  this  in  connection  with  my  work  in  Sacramento. 

One  day  I  was  walking  across  the  capitol  grounds  with  the 
governor,  and  somehow  or  other  in  our  conversation  the  oath 
controversy,  which  had  begun  to  come  up  at  that  time,  was 
mentioned.   He  said  that  he  thought  that  the  oath  that  he  took 
as  governor  was  adequate  for  anyone ,  and  that  there  was  no 
reason  why  anyone  should  be  asked  to  take  another  or  a  different 
oath.   In  fact,  it  was  very  demeaning  to  suggest  to  the  faculty 
that  they  lied  the  first  time  [laughter]  and  must  therefore  take 
another  oath. 

I  want  to  put  this  on  the  record,  because  the  governor,  as 
president  of  the  Board  of  Regents,  was  a  staunch  supporter  of 
the  faculty  throughout  the  entire  oath  period,  and  this  was  his 
position;  he  never  changed.   It  was  that  the  kind  of  oath  that 
he  took  as  a  public  officer  was  all  that  should  be  asked  of 
anyone . 
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Now,  I  don't  want  to  go  into  the  oath  thing  in  detail,  but 
probably  I  should  discuss  a  few  things.1  Perhaps  1  can  throw 
light  on  a  few  aspects  of  this  situation. 


Some  Consequences  and  Tragedies 


Grether:   Probably  the  real  tragedies  of  the  oath  period  were  the 

President  of  the  University  and  Malcolm  Davisson.  That  is,  this 
controversy  produced  this  enormous  opportunity  for  Regent  [John] 
Francis  Neylan,  who  was  in  opposition  to  President  Sproul,  to 
place  the  President  under  very  great  pressures,  and  he  took  full 
advantage  of  this.   During  that  period,  occasionally  1  attended 
meetings  of  the  Board  of  Regents  which  clearly  had  two  presiding 
officers- -the  President  (or  the  governor,  if  he  was  there)  at 
one  end  of  the  table,  and  Regent  Neylan  at  the  other  end  of  the 
table;  it  was  always  that  way. 

Nathan:   At  this  time,  did  you  have  an  Academic  Senate  post? 

Grether:   It  depends  upon  the  time  period.   I  was  vice-chairman  of  the 
northern  section  of  the  senate  from  1952  on,  for  three  years. 
Before  that  I  may  have  been  on  the --let  me  see  here. 

Nathan:    I  was  trying  to  remember  the  date  of  the  height  of  the  oath 
controversy.  Would  that  be  around  '51  to  '52? 

Grether:  The  height  was  1950.  At  that  time  I  was  on  the  Academic  Freedom 
Committee- -' 50,  '51.   I  was  chairman  of  the  Academic  Freedom 
Committee  in  '51,  '52,  and  it  took  a  small  number  of  years  to 
work  a  way  out  of  this.   Unfortunately,  my  Academic  Freedom 
files  were  put  in  the  archives  a  number  of  years  ago  and  1 
haven't  recalled  them,  but  I'm  not  certain  that  anything  would 


JEd.  note:  In  1989  Professor  Grether  inserted  the  following:  A 
considerable  literature  is  available,  including  George  Stewart's  The  Year  of 
the  Oath .  published  in  1950;  and  most  important  is  The  California  Oath 
Controversy,  by  David  P.  Gardner,  published  by  the  University  of  California 
Press  in  1967.  The  Gardner  volume  tells  us  the  full  story  in  great  detail. 
By  the  way,  it  well  illustrates  the  problem  of  people  like  myself,  who  can 
and  should  merely  indicate  the  nature  and  significance  of  their  own 
participation  and  observations,  instead  of  the  full  record  as  portrayed  and 
interpreted  by  President  Gardner. 
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be  learned  from  them,  since  there  has  been  so  much  written  on 
this  period. 

The  other  really  sad  aspect  of  this  was  the  attack  upon 
Professor  Malcolm  Davisson,  who's  one  of  my  former  students  and 
a  very  good  friend.  Malcolm  was  chairman  of  the  faculty 
negotiating  committee  to  try  to  negotiate  a  solution  to  this 
situation,  in  opposition  to  Regent  Neylan.   It's  hard  to 
conceive  of  a  greater  mismatch.  Neylan  was  a  rough,  tough 
corporation  lawyer  who  was  accustomed  to  the  courtroom.  He  was 
not  only  accustomed  to  battles,  but  enjoyed  battles.   Any 
meeting  of  the  Board  of  Regents  demonstrated  how  he  was  at  home 
in  a  conflict  situation. 

Malcolm  has  a  law  degree.  He  is  by  disposition  a  very 
nice,  pleasant  person.   He's  not  geared  at  all  in  the  same  way 
that  Regent  [John]  Francis  Neylan  was,  but  he  was  the  faculty 
chairman  in  these  negotiations.   No  matter  what  the  outcome,  it 
destroyed  him  in  the  sense  of  using  him  at  a  high  level  post  in 
the  University  at  this  time.   He  was  clearly  a  candidate  for  the 
chancellorship  on  the  Berkeley  campus.   He  had  also  turned  down 
a  top  level  administrative  post  at  the  University  of  Washington 
in  Seattle  with  a  strong  indication  that  he  would  receive  a  top 
administrative  post  in  the  University  of  California  system.   But 
his  prominence  and  role  in  the  oath  situation  seemed  to  have 
made  this  impossible  in  terms  of  the  time  period  that  was 
strategic  so  far  as  he  was  concerned.   This,  to  me,  was  one  of 
the  great  tragedies  of  this  situation,  that  it  so  definitely  got 
in  the  way  of  career  opportunities  of  some  people,  as  in  this 
case . 


President  Sproul 's  Style 


Grether:   President  Sproul  rallied  from  this  and  developed  considerable 

strength,  but  at  least  it's  my  judgment  that  he  never  quite  got 
back  to  his  original  strength  of  position  or  powers.   But  there 
may  be  other  elements  in  this  also.   For  one  thing,  the 
University  was  much  larger,  much  more  complex.   Sproul  had  been 
accustomed  to  running  it  himself,  and  it  was  getting  out  of 
control  from  this  standpoint.   So  he  had  to  accept  the 
participation  of  other  people  at  a  high  level,  and  this  is  very 
difficult  for  someone  who  has  built  something  himself.   This  is 
one  of  the  aspects  of  the  situation. 
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Nathan: 


Gr ether: 


Now,  I  greatly  admired  those  faculty  members  who  put  their 
jobs,  so  to  speak,  on  the  line  by  resigning.   I  did  not  choose 
to  do  so,  but  I  was  active  in  the  whole  situation.   For  example, 
the  chairmen  of  the  departments  met  in  my  office  at  112  South 
Hall  one  time  to  discuss  things.  They  met  in  my  office  because 
it  was  a  large  office  and  had  room.  The  next  day  I  found  burned 
spots  on  the  linoleum  where  the  chairmen  had  ground  out  their 
cigarette  butts  as  they  discussed  this  thing,  obviously  under 
great  emotional  strain.   It's  almost  impossible,  as  you  look 
back  upon  it,  to  understand  the  kind  of  emotional  pressure  this 
whole  situation  produced  in  the  University.   When  I  say 
"understand,"  once  you're  away  from  something,  you  can't  really 
feel  it.   But  it  was  a  very  tense  situation,  not  only  on  the 
Berkeley  campus  but  throughout  the  entire  University  system. 

As  is  always  true  in  these  kinds  of  situations,  undoubtedly 
other  interests  were  in  play  here,  and  my  guess  is  that 
Regent  Neylan  and  a  few  others  were  taking  full  advantage  of 
this  to  put  pressure  on  President  Sproul. 


In  what  direction  did  they  want  him  to  move? 
aim? 


What  was  their 


This  is  very  difficult  to  judge  now.   For  one  thing, 
President  Sproul,  at  least  as  I  knew  him,  was  one  of  the  best 
and  shrewdest  negotiators  I've  ever  seen  anywhere.   He  didn't 
like  to  disclose  everything,  and  one  of  the  aspects  of  the 
situation  that  was  very  difficult  was  that  Regent  Neylan  was 
chairman  of  the  Finance  Committee.  He  tried  to  force  a 
disclosure. 

I  heard  something  of  this  because  Olaf  Lundberg,  who  was  at 
that  time  controller,  was  a  lecturer  on  our  faculty.   He  was  a 
neighbor  of  mine  and  a  good  friend.   He,  like  Davisson,  by  the 
way,  was  a  gentle  type  of  person.  He  found  himself  in  this  very 
unusual  situation  of  both  reporting  to  the  President  and 
reporting  to  Chairman  Neylan  as  chairman  of  the  Regents'  Finance 
Committee.   I  would  judge  that  he  was  under  very  great  pressure 
to  try  to  give  Neylan  access  to  materials  on  the  financial  side. 
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The  Pover  of  Unrestricted  Funds 


Grether: 


Nathan : 
Grether: 


Nathan : 
Grether: 


I  was  not  involved  in  this,  so  I  can  only  judge  it.   But  my 
impression  is  that  in  any  large  bureaucracy  such  as  this,  over  a 
period  of  time  funds  will  accumulate  arising  out  of  special 
situations --bequests  or  savings  or  whatnot- -and  that's  a  great 
source  of  strength  to  a  top  administrator,  to  have  some  of  these 
reserve  funds  that  he  can  manipulate  and  use  to  protect  the 
given  short-run  urgencies.   It's  my  impression  that 
President  Sproul  was  an  expert  at  this  [laughter]. 

I  was  amazed  sometimes  at  what  he  could  do.   For  instance, 
when  I  was  dean  and  chairman  during  this  faculty  building  job, 
he  would  give  me  a  budget --usually  a  pretty  limited  one.   But  he 
always  told  me,  "Now,  if  there's  something  that  comes  along  you 
really  want  badly,  if  its  important,  let  me  know."  This  did 
happen.   I  went  to  the  East  one  time,  looking  for  a  junior 
faculty  member  in  the  field  of  finance .   I  discovered  that 
Professor  W.  L.  Crum  of  the  Harvard  Economics  Department,  a 
senior  member  of  the  faculty,  was  somewhat  unhappy  and  might  be 
available.   So  I  came  back  and  reported  this  to  President 
Sproul,  and  he  found  funds  to  do  this,  although  they  were  not  in 
the  budget. 

You  see  what  I  mean;  it's  a  great  asset  to  have  some  money 
that's  unrestricted  and  can  be  moved  around  for  purposes  of 
short-run  administration.   It's  just  my  surmise  —  I'd  be 
interested  to  have  this  checked  by  other  people --that  this  was 
one  of  the  elements  of  Sproul 's  strength,  that  he  kept  a  certain 
amount  of  flexibility  in  his  financial  situation  to  take  care  of 
high  pressure  short-run  needs. 


And  did  Professor  Crum  come? 


• 


Yes,  and  he  was  just  a  tremendous  source  of  strength  in  our 
building  program  here.   That  is,  he  became  vice-chairman  on  the 
faculty  working  with  me.  During  that  period  I  had  no  worries 
because  he  handled  the  budget . 

Oh,  what  a  comfort. 

He  was  just  tremendous.   For  one  thing,  he  had  no  ambitions  for 
himself.   I  had  to  force  him  to  allow  me  to  recommend  salary 
increases,  I  think  partly  because  he  didn't  need  it.   I  said, 
"But  Leonard,  there's  the  problem  of  the  pecking  order." 
[laughter]   He  was  so  meticulously  careful  in  every  respect- -in 
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his  own  scholarship,  in  his  preparation  of  the  budget.   Some 
people  thought  he  would  be  a  Harvard  stuffed  shirt,  but  he  was 
just  one  of  the  boys,  so  to  speak,  on  the  faculty.   Everyone  got 
to  love  him,  and  it  was  a  tremendous  loss  when  he  died  early 
because  some  kind  of  a  health  problem  developed.   It  was  a 
tremendous  coup  that  he  came  to  our  faculty  situation, 
especially  during  the  building  period;  he  helped  also  then  to 
attract  other  people. 


Calling  Governor  Varren 


Grether:   Going  back  to  the  oath- -shall  we?  One  of  the  aspects  of  this 
that  never  could  appear  in  the  literature  was  the  fact  that 
Governor  Warren  asked  me  if  I  would  call  him  at  his  residence  at 
breakfast  time,  before  he  went  to  work,  to  keep  him  in  touch 
with  the  developments  in  this  situation.   When  he  suggested 
this,  I  remarked  to  him  that  under  University  rules  the  faculty, 
except  for  the  President,  were  not  supposed  to  have  relations 
with  the  Regents.   I  realized  when  I  said  this  that  I  was 
talking  to  the  President  of  the  Board  of  Regents.   [laughter] 
His  reply  was,  "Please  disregard  this,  because  it's  highly 
important  that  I  get  a  view." 

In  other  words,  he  had  intense  interest  and  wanted  to  be 
informed,  and  I  suspected  that  I  could  give  him  a  view  that 
perhaps  would  be  somewhat  different  than  he  might  have  gotten  in 
other  ways.  Actually,  there  were  very  few  of  these 
conversations.   I  do  recall  a  few  times  calling  him  up  at 
breakfast  time,  before  he  went  to  work,  and  saying,  "Now,  here's 
the  situation  as  it  seems  to  be  developing."  Again,  this 
reflects,  of  course,  the  intensity  of  the  emotion  and  the 
anguish,  and  you  realize  the  risks  in  academic  life,  especially 
on  the  Berkeley  campus,  over  a  period  of  years.   It's  amazing 
that  always,  then,  there's  been  renewed  strength  after  a  period 
of  crisis  of  some  sort. 

The  faculty  were  extraordinarily  fortunate  Earl  Warren  was 
the  governor  and  the  President  of  the  Board  of  Regents,  because 
he  thoroughly  understood  and  sympathized  with  the  dominant 
faculty  view. 
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President  Sproul  and  the  Question  of  Access 


Nathan:   Did  you  have  the  impression  during  this  oath  period  that  the 

members  of  the  faculty  had  easy  access  to  President  Sproul,  or 
was  there  a  sort  of  separation,  a  holding  back? 

Grether:   Veil,  no  one  ever  had  easy  access  to  President  Sproul.   That's 

not  because  he  was  not  approachable,  but  because  he  violated  one 
of  the  basic  principles  of  organization- -that  is,  span  of 
control .   He  had  too  many  people  with  the  right  of  access  to 
him.   The  presumption  is  that  the  top  executives  will  have  only 
a  small  number  of  people  reporting  to  him,  and  that  it  will 
spread  out  underneath  in  some  hierarchical  fashion.   I'll  put  it 
this  way:   the  statewide  University  grew  around  him,  and  he  was 
a  man  of  extraordinary  stamina- -physical  stamina  as  well  as 
extraordinary  ability. 

One  of  his  strongest  qualities  was  his  memory- -unbelievable 
memory.  He  would  give  a  45 -minute  talk  from  memory,  just  word 
for  word.   People  thought  he  was  going  along  ad  libbing,  you 
see,  but  he  wasn't,  because  he  had  this  extraordinary  capacity, 
almost  like  a  computer  memory  system.   He  had  this  tremendous 
stamina,  and  he  had,  as  I  say,  extraordinary  ability.   When  you 
realize  that  Sproul  came  out  of  the  business  side  of  the 
University,  didn't  have  the  normal  academic  credentials  of  the 
Ph.D. ,  did  not  have  a  research  record,  that  he  had  to  make  his 
way  on  sheer  ability,  it  was  an  extraordinary  performance.   The 
Regents  spotted  this  when  he  was  working  in  the  business  side  of 
the  University  under  President  Campbell,  and  I  think  made  a  very 
wise  decision  in  bringing  him  then  into  the  administrative  post 
as  President. 

He  would  do  extraordinary  things.   He  would  call  me  up  at 
5  o'clock  in  the  afternoon,  say,  and  tell  me  he'd  approved  a 
typewriter,  a  new  typewriter.   This  is  inconceivable.   Actually, 
he  shouldn't  have  been  wasting  his  time.   It  was  unbelievable, 
the  kinds  of  details  that  he  tried  to  handle. 

Nathan:   Did  you  have  a  line  item  budget  in  your  department? 

Grether:   Not  particularly.   But  this  must  have  been  some  extra  amount 

where  there  was  nothing  in  the  budget.   The  difficulty  in  that 
is  that  people  couldn't  get  to  see  him  on  important  issues.   For 
example,  my  predecessor  but  one,  Henry  Francis  Grady,  gave  up 
because  he  felt  he  couldn't  get  to  see  the  President.   I  guess 
Bob  Calkins  was  dean,  and  then  after  that  I  became  dean.   Milton 


163 


Chernin  tells  me  that  he  read  about  being  appointed  dean  in  the 
press. 

Nathan:   His  own  appointment? 

Grether:   [laughter]  Yes.   It  got  to  the  point  where  too  many  things  had 
to  go  through  his  desk,  and  he  couldn't  possibly  keep  up  with 
them.  Now,  there's  a  lot  to  be  said  for  this;  it  makes  for  a 
certain  amount  of  initiative  and  freewheeling.   I'm  told  the 
Sears  Roebuck  Company  does  this  by  design,  so  they  develop  a 
certain  amount  of  independence  and  initiative  because  of  the 
lack  of  tight  constraints  upon  people. 

The  University,  above  all,  of  course,  needs  a  certain 
amount  of  this  type  of  freewheeling.   One  could  not  possibly 
administer  a  university  tightly  from  the  top.   You'd  destroy  it, 
because  the  essence,  of  course,  of  what  a  university  does  is 
done  by  strong  individuals,  scholars  in  the  teaching  and 
research  programs;  that  you  can't  administer  from  the  top. 

In  any  event  (I  didn't  plan  to  talk  about  this  now),  Sproul 
to  me  was  a  phenomenon,  an  extraordinary  person.   But  towards 
the  end,  one  could  see  that  there  had  to  be  some  change  in  the 
organization  of  the  University,  because  no  one  could  even  try  to 
do  what  he  was  doing  and  succeed.   This  whole  oath  period 
brought  a  lot  of  these  things  into  very  sharp  perspective.   This 
must  have  been  a  tremendously  difficult  period  for  him.   Only  a 
man  of  his  stamina  could  have  survived  it  and  had  some  reserve 
strength  still  for  the  period  ahead. 

I  don't  think  there's  anything  else  I  need  to  add  on  the 
oath  period,  unless  you  have  questions. 

Nathan:    Perhaps  one.   Did  the  students  play  any  part  in  the  oath  debates 
or  resolution  of  the  problem? 

Grether:  Not  like  in  the  sixties.   It's  a  curious  thing.   I  don't  think 
so.   No,  this  was  very  largely  a  faculty  matter,  in  contrast  to 
the  Free  Speech  Movement  and  some  which  were  basically  student 
matters.   In  fact,  that's  an  interesting  thing  to  speculate 
about- -what  is  academic  freedom?  Is  it  for  the  faculty  or  for 
the  students  or  for  everybody  here? 

Nathan:   It's  a  good  question. 

Grether:  That's  right.  And  the  faculty  began  to  have  some  doubts  in  the 
sixties  sometimes. 
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Context  of  the  Loyalty  Oath 


Nathan:   One  more  question,  if  it  interests  you,  about  the  oath.  Do  you 
see  the  oath  controversy  in  the  context  of  the  worries  about  un- 
American  activities  during  the  early  fifties?  Was  there  any 
connection  there? 

Grether:   I'm  sure,  yes.  That  is  (I  think,  if  1  recall  what  happened), 

Jim  Corley  came  back  from  Sacramento  and  said  there  was  going  to 
be  trouble ,  and  part  of  the  trouble  was  the  sort  you  have  in 
mind.   Some  faculty  members  were  under  suspicion  on  the  part  of 
some  people  in  the  legislature  and  in  the  state.   I  think  it's 
probably  true  that  the  faculty  will  have  a  certain  number  of 
individuals  who  are  out  in  front  in  certain  types  of  things. 
Actually,  the  faculty  overall  is  a  relatively  conservative  body, 
but  it  will  inevitably  have  some  people  who  will  perhaps  say  and 
do  or  write—publish  things- -that  will  not  be  understood  or 
perhaps  will  be  matters  of  very  strong  disagreement  insofar  as 
others'  thinking  is  concerned.   That's  almost  the  essence  of  the 
University  situation. 


Corlev's  Views  and  Faculty  Positions 


Grether:   I'm  sure  this  was  involved  in  it.   I  think  Jim  Corley  probably 

reasoned,  a  little  simply  here,  that  somehow  this  would  ease  his 
job  in  representing  the  University.  You'd  get  the  faculty  to 
declare  they  were  not  leftist,  and  this  would  clarify  the 
situation  just  a  bit.   Clearly  it's  a  simplistic  approach. 

And  also,  when  you  look  back  on  this,  what  you  needed  in 
this  country  was  more  people  like  the  Berkeley  faculty,  because 
finally,  when  people  did  make  it  clear  what  their  stands  were, 
what  their  positions  were,  it  helped  to  overcome  some  of  these 
things  that  should  never  have  been  allowed  to  reach  the  degree 
of  prominence  that  they  did. 

I  worked  in  the  Truman  administration,  so  I  saw  some  of 
this  (we'll  get  to  that  in  due  course).   I  saw  the  play  of  some 
of  these  things  in  Washington  also. 

Nathan:   Yes.   I'm  glad  to  have  your  observations  about  the  oath  period; 
it  was  a  sad  but  fascinating  time. 
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Grether: 


Nathan : 


Grether: 


Nathan: 


Well,  when  you  look  back  upon  It,  it's  kind  of  a  heartening 
time,  too,  when  you  realize  that  people  will  take  strong 
positions,  even  at  the  expense  of  their  jobs  when  they  feel 
there's  something  important  at  stake. 

It's  interesting  that  Mr.  [David]  Saxon  had  played  his  role  and 
went  to  pump  gas  rather  than  sign.  Very  interesting. 

Yes.   I  think  it  speaks  well  of  the  whole  situation.   After  all, 
there's  Tolman  Hall  on  the  campus,  and  it's  after  the  dust 
settles  that  people  seem  to  be  pretty  sensible  and  reasonable- - 
even  Regents  [laughter]. 


Spoken  like  a  real  faculty  member, 
hearing  about. 


That's  certainly  worth 
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IX  MORE  ON  EARL  WARREN'S  CAREER  AND  PROJECTS 


Governor's  Study  Commission  on  Unemployment  Insurance  Q951- 
1953) 


Nathan:   Do  we  have  something  to  hear  on  your  relationship  and  your  views 
and  experiences  with  Mr.  Warren? 

Grether:   1  don't  think  that  so  much,  as  the  next  episode  in  my 

relationships.   This  was  called  the  Governor's  Study  Commission 
on  Unemployment  Insurance,  which  was  a  follow-up,  so  to  speak, 
of  the  unemployment  conference.   It's  one  area  of 
recommendation.   I'm  afraid  this  was  a  case  of  my  sins  finally 
catching  up  with  me  or  something,  because  while  we  were  between 
breaks  I  reached  back  on  the  shelf  here  and  found  that  I  made  a 
statement  before  the  hearings  on  unemployment  in  Sacramento  in 
the  spring  or  summer  of  1932. 

When  there  was  a  commission  set  up  to  discuss  the 
unemployment  problems  of  the  state,  I  submitted  a  statement  in 
favor  of  a  system  of  unemployment  reserves.   I  did  this  as  an 
economist,  arguing  that  this  would  be  counter-cyclical;  that  is, 
you  would  build  up  the  reserves  during  good  times,  and  they'd  be 
available  to  bolster  purchasing  power. 

Nathan:   These  are  reserve  funds? 

Grether:  Yes.   And  this  is  the  whole  system  of  unemployment  compensation. 
Now,  it  so  happened  that  the  State  of  California  then,  following 
these  hearings,  did  enact  an  unemployment  insurance  or 
compensation  law  in  1935.   This  was  experimental- -not  entirely 
experimental;  I  think  it  was  the  fourth  or  fifth  state  in  the 
country  to  do  this.  Then  at  each  session  when  the  legislature 
met,  there  would  be  some  adjustments  in  this  law  on  a  piecemeal 
basis. 


167 


When  Governor  Warren  got  these  reports ,  and  the  employment 
commission- -and  also  his  Department  of  Employment  was  no  doubt 
advising  him- -a  conclusion  was  reached  that  it  was  time  to  quit 
making  piecemeal  adjustments  of  this  type.   It  was  time  now, 
having  had  a  number  of  years  of  experience ,  to  have  the 
experience  studied  by  a  qualified  group  and  then  to  come  before 
the  legislature  with  a  redraft  of  the  law.   In  other  words,  to 
make  a  fundamental  redraft  of  this  law  based  upon  the  experience 
in  the  state  and  in  the  nation. 

This  produced  for  me,  I'm  sorry  to  say,  one  of  the  most 
difficult  periods  and  experiences,  because  it  didn't  come  off, 
unfortunately.   The  governor  asked  me  if  I  would  take  the 
chairmanship  of  this  commission;  I  would  be  the  public  member 
and  chairman,  with  three  representatives  from  labor  and  three 
representatives  from  the  employer  sector. 

I  agreed  to  do  this.   Looking  back  upon  it,  I  probably 
should  not  have  done  it,  because  it  was  not  really  my  area. 
This  is  a  highly  complex,  difficult  area,  in  which  I  had  done 
little.   I  was  at  that  time  director  of  the  Institute  of 
Industrial  Relations  as  well  as  having  operated  this  employment 
conference.   So  I  felt  an  obligation,  and  one  always  has  high 
hopes  that  it  might  make  a  contribution  to  public  service. 


Commission  Members  and  Staff 


Grether:   So  this  commission  was  established.   It  was  given  a  fund,  not  to 
pay  commissioners'  salaries,  by  the  way,  but  for  the  staff  and 
so  on.   It  got  to  be  quite  an  operation.   The  members  were: 
myself  as  chairman,  C.  J.  Haggerty,  Charles  Scully,  and  Anthony 
Ramuglio  as  labor  members.   Haggerty  and  Scully  were  from  the 
AFL;  Ramuglio  was  research  director  of  the  CIO.   The  employer 
members  were:  J.  E.  Phillips  from  the  Standard  Oil  Company; 
Philo  K.  Holland- -I've  forgotten  his  company  because  he  became 
ill  and  had  to  be  replaced  by  a  man  named  Lincoln  from  the 
Security  First  National  Bank  of  Los  Angeles;  and  Adrian  Kragen, 
who  at  that  time  was  representing  certain  employer  groups, 
especially  in  the  retail  field,  as  a  lawyer  in  the  State  of 
California. 

Nathan:   He  was  not  yet  on  the  Law  School  faculty? 


Earl  Warren,  Robert  Gordon  Sproul,  Clark  Kerr,  Ewald  T.  Grether.   Charter  Day, 
UC  Berkeley,  March  23,  1954. 

Photograph  by  ASUC  Photography 
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Grether:  No,  he  was  not  then  on  the  faculty.   Shortly  thereafter  he  did 
come  on  the  faculty.   Veil,  I  happened  recently  to  see  more  of 
the  records ,  and  1  discovered  that  when  this  idea  was  first 
discussed  it  was  suggested  that  there  be  a  commission  of  nine 
members- -three  public  members,  three  labor,  and  three  employer 
[representatives].  As  I  look  back  upon  it,  with  the  benefit  of 
hindsight,  I  should  have  insisted  on  that  tripartite 
arrangement,  because  I  would  have  had  some  support  then,  you 
see ,  between  the  two  parties . 

In  any  event,  we  went  forward  with  high  will  and 
determination  and  high  hopes.  The  hopes  were  focused,  please 
remember,  upon  drafting  legislation.   So  Professor  Frank  Newman 
of  the  Law  School  was  employed  to  work  with  us  to  draft 
legislation.  We  had  a  man  named  A.  D.  Studybaker  as  executive 
secretary;  he  kept  the  records  and  ran  the  operation.   And  Karl 
Uhr,  who  is  now  a  professor  at  the  Riverside  campus  of  the 
University,  was  the  research  counsellor  or  research  director, 
and  there  were  consultants  employed  at  various  times .   For 
example,  Walter  Galenson  of  our  faculty  was  a  consultant,  and  at 
the  end,  a  little  later,  Professor  Garbarino;  but  this  was 
later.   And  also  Michael  T.  Wurmell  of  the  federal  Department  of 
Labor  was  a  consultant. 

Now,  the  facts  of  life  are  that  this  is  a  very  complex 
area.   It's  an  area  that  deserved  the  kind  of  analysis  and 
treatment  that  the  governor  and  the  Department  of  Employment 
wished.   You  can  adjust  any  one  of  the  terms  and  improve  or  make 
the  system  more  or  less  efficient  and  effective,  there  are  so 
many  variables  involved.  This  is  what  the  legislature  was 
doing:   adjusting  these  variables  piecemeal. 

This  fact,  however,  made  difficulties  for  the  commission, 
because  it  involved,  therefore,  variations  in  positions  among 
the  members  of  the  commission. 


Interpreting  the  Outcome 


Grether:  When  the  commission  finally  folded  up,  the  files  were  sealed  and 
taken  to  Sacramento.   I  find,  however,  that  I  have  a  copy  of  the 
minutes,  but  they're  marked  "confidential."   I  feel  that  I 
should  not  violate  that  confidentiality,  because  it's  explicit; 
the  minutes  said  that  the  people  should  be  allowed  to  speak 
freely  for  the  record,  and  this  is  recorded  here. 
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So  I  think  all  I  should  do  now  is  to  give  you  for  the 
record  merely  a  brief  interpretive  statement  of  the  outcome  as  I 
saw  it.   It  happens  that  a  number  of  the  people  who  were 
involved  here  are  now  deceased,  but  two  or  three  are  fortunately 
very  active,  including  Adrian  Kragen,  who  was  a  member  of  the 
commission. 

What  appeared  to  have  happened—and  I  use  the  word 
"appeared"  advisedly,  because  there  may  always  be  differences  in 
motivation  that  one  can  interpret  from  statements  made- -the 
apparent  thing  that  happened  here  was  that  there  was  a  major 
disagreement  between  at  least  one  of  the  employer 
representatives  and  two  of  the  labor  representatives  as  to  how 
much  burden  could  be  carried  by  the  employers  of  the  state;  how 
much  improving  the  amount  of  payments  or  widening  or  loosening 
the  eligibility  and  so  on  would  increase  the  burden  of  payments 
for  the  employers  of  the  state.  These  employers  were,  of 
course,  in  variable  situations  as  to  ability  to  pay. 

It  happened  that,  for  instance,  one  member  represented 
retail  groups,  and  retail  margins  normally  are  small. 
Increasing  the  burden  upon  them  would  be  felt  much  more  severely 
than,  for  example,  by  Standard  Oil  Company.  There  was  one  member 
from  Standard  Oil  Company  on  the  group. 

So  apparently  some  of  the  employers  did  not  wish  to  carry  a 
heavier  burden.   I  want  you  to  keep  in  mind,  of  course,  that 
these  are  not  the  only  burdens  employers  carry,  that  they're 
contributing  to  other  programs  also.  This  got  to  be  a  major 
issue,  especially  when  it  was  made  clear  that  one  of  the 
employer  representatives  would  not  go  along  with  any  changes  in 
the  system  that  would  increase  the  burden  upon  employers. 

Immediately,  two  of  the  labor  representatives  sent  their 
resignations  to  the  governor,  indicating  that  on  this  basis  they 
didn't  think  it  worthwhile  to  continue.   This  created  a  very 
difficult  problem  for  me.  Here  we  had  seven  people  with  three 
out,  and  we'd  done  all  of  this  work.   By  the  way,  the  work  was 
monumental- -not  only  the  selection  of  materials,  but  (here's  a 
list)  we  had,  before  the  thing  closed,  seven  one -day  meetings, 
nine  two-day  meetings,  and  one  five-day  series  of  meetings- -a 
total  of  thirty  days  of  meetings,  plus  research  activities  and  a 
lot  of  activity  in  between. 
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Nathan: 


Grether: 


Nathan: 
Grether: 


In  addition,  there  were  two  meetings  with  the  governor,  the 
original  one  and  then  one  along  in  1952  to  give  him  a  report. 
So  a  lot  of  time  and  energy  had  gone  into  this ,  and  it  was  kind 
of  heartbreaking  to  think  that  now  it  might  all  come  to  an  end. 

This  was  discussed  by  the  other  commission  members,  and  we 
agreed  that  we'd  like  to  try  to  go  ahead,  and  also  that  we  would 
try  to  find  out  whether  or  not  employers  could  bear  additional 
payments  burden.   So  a  letter  was  prepared  and  sent  to  several 
economists  around  the  state,  and  the  results  are  compiled  here. 
Since  they're  part  of  the  record  and  they're  signed,  I  shall  not 
draw  upon  them.   But  in  general  the  results  suggested  that 
except  for  what  you  may  call  marginal  situations,  employers 
could  bear  additional  burdens. 

Would  you  care  to  generally  indicate  the  size  of  the  increases? 
Were  they,  say,  half  a  percent? 

Certainly  that  would  be  a  sizeable  increase.  It  would  be  a 

quarter  or  a  half  percent  —  something  in  that  area.   Employers 

were  paying  something  like  2.5  percent- -I 've  forgotten;  I'd  have 
to  look  it  up . 


I  was  trying  to  get  the  range. 


When  you  translate  them  into  dollars  under  a  given  employer, 
those  get  to  be  sizeable  figures.   For  instance,  in  retailing 
it's  not  unusual  to  have  the  net  return  on  sales  to  be  less  than 
1  percent,  or  1  or  2  or  3  percent.   This  would  be  a  very 
substantial  factor  in  those  areas  where  margins  tend  to  be 
small.   This,  I  think,  was  what  was  behind  this  position  taken 
by  one  of  the  members . 

Well,  we  met  again,  and  finally,  after  having  this  report 
from  the  economists,  called  a  meeting  in  January,  which  turned 
out  to  be  the  final  meet ing --January  10,  1953.   The  first  formal 
meeting  was  October  20,  1951.   That's  the  span. 
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Nathan : 


Grether: 


Nathan : 
Grether: 


employer  representatives  would  not  go  along  with  any  changes  in 
the  system  that  would  increase  the  burden  upon  employers. 

Immediately,  two  of  the  labor  representatives  sent  their 
resignations  to  the  governor,  indicating  that  on  this  basis  they 
didn't  think  it  worthwhile  to  continue.  This  created  a  very 
difficult  problem  for  me.   Here  we  had  seven  people  with  three 
out,  and  we'd  done  all  of  this  work.   By  the  way,  the  work  was 
monumental- -not  only  the  selection  of  materials,  but  (here's  a 
list)  we  had,  before  the  thing  closed,  seven  one-day  meetings, 
nine  two-day  meetings,  and  one  five-day  series  of  meetings- -a 
total  of  thirty  days  of  meetings,  plus  research  activities  and  a 
lot  of  activity  in  between. 

In  addition,  there  were  two  meetings  with  the  governor,  the 
original  one  and  then  one  along  in  1952  to  give  him  a  report. 
So  a  lot  of  time  and  energy  had  gone  into  this,  and  it  was  kind 
of  heartbreaking  to  think  that  now  it  might  all  come  to  an  end. 

This  was  discussed  by  the  other  commission  members,  and  we 
agreed  that  we'd  like  to  try  to  go  ahead,  and  also  that  we  would 
try  to  find  out  whether  or  not  employers  could  bear  additional 
payments  burden.   So  a  letter  was  prepared  and  sent  to  several 
economists  around  the  state,  and  the  results  are  compiled  here. 
Since  they're  part  of  the  record  and  they're  signed,  I  shall  not 
draw  upon  them.   But  in  general  the  results  suggested  that 
except  for  what  you  may  call  marginal  situations,  employers 
could  bear  additional  burdens. 

Would  you  care  to  generally  indicate  the  size  of  the  increases? 
Were  they,  say,  half  a  percent? 

Certainly  that  would  be  a  sizeable  increase.   It  would  be  a 
quarter  or  a  half  percent- -something  in  that  area.   Employers 
were  paying  something  like  2.5  percent- -I've  forgotten;  I'd  have 
to  look  it  up. 

I  was  trying  to  get  the  range. 

When  you  translate  them  into  dollars  under  a  given  employer, 
those  get  to  be  sizeable  figures.   For  instance,  in  retailing 
it's  not  unusual  to  have  the  net  return  on  sales  to  be  less  than 
1  percent,  or  1  or  2  or  3  percent.  This  would  be  a  very 
substantial  factor  in  those  areas  where  margins  tend  to  be 
small.   This,  I  think,  was  what  was  behind  this  position  taken 
by  one  of  the  members. 
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End  of  the  Commission 


Nathan:   That  was  long. 

Grether:  It  was,  and  with  a  full-time  staff  working.  The  views  of  the 
economists  were  presented.  There  was  further  discussion.   It 
appeared  to  be  almost  hopeful  that  we  might  be  able  to  agree  to 
proceed.   But  then  in  the  final  showdown  it  didn't  happen.   So 
we  had  to  decide  to  terminate  the  commission  and  so  inform  the 
governor . 

I  can  only  surmise  what  was  underneath  here.   It's 
possible,  of  course,  that  it  was  ineptness  on  my  part  as 
chairman;  that's  a  possibility.   In  fact,  one  of  the 
commissioners  suggested  to  me  that  I  didn't  manage  the  thing 
very  well.   The  second  thing  was  putting  a  public  member  without 
any  support  at  all  before  three,  and  three  was  an  impossible 
situation. 

Nathan:   You  were  just  there  to  be  ground  up  to  bits? 

Grether:  That's  right.  Maybe  I  was  naive  to  accept  the  situation  where  I 
had  no  support,  you  see --in  the  middle,  so  to  speak,  between  the 
parties.   My  surmise  is,  for  what  it's  worth,  that  actually  some 
of  the  employer  and  labor  people,  after  listening  to  discussions 
and  participating  in  it,  felt  they'd  rather  take  their  chances 
with  the  legislature  rather  than  to  go  forward  with  a  well- 
rounded,  well-conceived,  articulated  revision  of  the  law.   But  I 
can't  prove  that,  because  that  would  be  a  matter  of  judging 
their  relative  likelihood  of  success  in  Sacramento  without  a 
proposal  of  a  systematic  sort- -in  other  words,  continue  with  the 
present  piecemeal  type  of  revisions. 


Publishing  the  Source  Book 


Grether:   There  was  a  problem.   A  lot  of  work  had  gone  into  this,  and 

there 'd  been  a  tremendous  collection  of  evidence.   So  finally  it 
was  agreed  that  this  material  should  be  put  in  systematic  form 
and  made  available  to  all- -I'm  looking  around  my  desk  for  a 
copy;  here's  a  copy.   What  was  finally  done  was  that  the 
Institute  of  Industrial  Relations  at  the  University  (at  the  time 
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I  was  the  director  of  it,  succeeding  Clark  Kerr)  became  the 
vehicle  for  publishing  this  Source  Book  on  Unemployment 
Insurance  in  California,  dated  September  28,  1953.  This 
preserved  at  least  the  results  of  the  research. 

Nathan:   That  was  a  very  useful  way  to  handle  it. 

Grether:  What  this  did  was  to  give  everybody  from  that  day  on  the  factual 
and  experiential  base  to  work  from,  and  undoubtedly  it's  been  a 
very  influential  thing.   Everybody  had  this  available.   The  same 
thing  happened  in  the  employment  conference;  the  appendix 
brought  the  employment  data  up  to  date  so  that  people  didn't 
have  to  go  back  beyond  that  again.   So  this  did  the  same  thing 
in  this  particular  field.   I  suppose  one  could  say  that 
something  was  accomplished. 

You  find  here  that  I  wrote  a  foreword  which  describes  what 
was  happening  year  by  year  in  this  field.  Unfortunately,  or 
perhaps  fortunately,  I  can't  tell  you  what's  happened  since 
then.   This  is  not  a  center  of  my  interest,  so  once  this  project 
was  finished  I  did  not  maintain  contact  with  it. 

Nathan:   Do  you  want  to  say  anything  about  the  relationship  between  the 
state  laws  and  the  federal  system? 

Grether:   This  is  a  very  important  aspect  of  this,  because  there  is  a 
federal  financial  relationship  here  with  the  state,  and  also 
between  the  federal  rules  and  the  state  rules.   Again,  I  haven't 
kept  up,  but  this  was  one  of  the  very  important  aspects.   In 
other  words,  a  state  cannot  go  ahead  on  its  own  independently  in 
this  area;  it  must  relate  to  the  federal  law  and  the  federal 
support  programs . 

I  noticed  in  yesterday's  newspaper  that  there  was  some 
reference  to  the  fact  that  the  number  of  employees  receiving 
unemployment  insurance  has  increased  substantially  in  the  state 
and  in  the  nation.   There's  a  system  of  this  sort  in  operation, 
but  to  what  extent  it's  been  remodeled  in  relation  to  the  sort 
of  things  we  had  in  mind,  I  really  don't  know.   Frankly,  at  this 
time  I  don't  have  any  desire  even  to  find  out  [laughter], 
because  it's  a  highly  complex,  intricate  area. 

Nathan:   It  must  be. 
ii 
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Nathan:   Perhaps  to  go  back  a  moment  to  the  earlier  conference  on 

employment,  the  question  had  been  raised  about  whether,  perhaps 
in  the  minority  group  section,  there  had  been  any  serious 
discussion  of  fair  employment  legislative  proposals. 

Grether:  Yes,  there  was.   There  was  a  great  deal  of  discussion  of 
discrimination  in  employment,  and  there  was  a  specific 
recommendation  on  page  41 ,  Section  3 ,  of  the  recommendations , 
that  "fair  employment  practices  legislation  should  be  enacted  at 
both  the  state  and  municipal  levels  in  government."  It  goes  on 
to  discuss  the  Ives-Quinn  Law  of  New  York  four  years  earlier, 
and  is  a  very  nice  discussion. 

Please  note,  however,  that  these  are  recommendations  of 
people  in  the  divisions;  there  were  no  conference 
recommendations.   This  reflects  the  views  of  people  in  this 
particular  section. 

Nathan:   Right.   Thank  you.   I  think  it's  very  interesting  that  it  was 
put  forward  at  that  time. 

Grether:  Yes.   It  was  a  very  strong  statement. 

Nathan:   So,  then,  in  the  larger  conference,  when  you  had  some  really 
strong  clashes  of  ideas,  you  still  were  able  to  bring  out  the 
volume  that  put  forward  the  research? 

Grether:   Yes.  this  was  undoubtedly  a  very  useful  volume.   In  fact,  as  you 
know,  I  think,  from  your  own  work,  there's  nothing  better  than 
knowing  you  don't  have  to  go  back  over  a  certain  period. 

Nathan:   Yes,  exactly. 

Grether:   It's  all  been  written  down,  and  that's  what  this  did;  as  of 
September  28,  1953  [strikes  book],  this  is  the  Bible.   This 
pulls  all  the  material  together,  and  you  can  start  working  on 
that.   I  regret  that  I  really  don't  know  what's  happened  since 
then,  but  that  would  be  quite  a  study  for  a  specialist  in  the 
field. 

Nathan:   Indeed.   Even  you  can't  cover  the  whole  realm. 
Grether:   That's  right.   I've  been  doing  other  things  since  then. 

Nathan:   In  addition,  I  think  we  had  spoken  briefly  about  your  very 

important  appointment  to  the  San  Francisco  World  Trade  Center 
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Authority.   Did  you  want  to  talk  about  that  today,  or  would  you 
rather  do  that  another  time? 

Grether:   I  think  I've  said  all  I  can  until  I  find  my  files.   If  I  don't 
find  them,  then  I'll  either  have  to  forget  about  them  or  try  to 
see  if  there  are  files  somewhere;  I  doubt  if  there  are  files 
anymore.  The  only  thing  that  one  could  find  there  would  be 
minutes.  Most  of  the  people  involved  are  deceased,  as  a  matter 
of  fact;  one  of  the  sad  things  about  growing  older  is  that  this 
is  happening  so  continuously.   The  agency's  deceased,  as  far  as 
I  know,  and  most  of  the  people  I  was  working  with  are, 
especially  the  chairman,  Leland  Cutler,  who  had  this  enormous 
vision  and  did  such  an  enormous  promotional  job. 

Nathan:   Right.   (You  tell  me  if  you  want  to  stop.)   Thinking  a  little 

bit  more  again,  then,  about  Warren's  governorship,  did  you  have 
occasion  to  discuss  the  problems  related  to  the- -what  was  it 
called,  the  Rainy  Day  fund?  Was  it  the  fund  that  became  part  of 
the  state's  holdings  because  of --was  it  oil  at  Long  Beach? 

Grether:   No,  I  never  discussed  that,  so  far  as  I  know,  with  him  or  with 
anybody  else,  as  a  matter  of  fact. 

Nathan:   Any  other  thoughts  that  you  might  have  about  Governor  Warren's 
concern  with  social  legislation  of  any  other  sort- -medical 
insurance? 

Grether:   There's  no  doubt  about  it,  he  was  interested  in  this  entire 

area- -had  a  basic  interest.  As  I  tried  to  suggest  in  my  first 
reference  to  Governor  Warren,  I  think  these  interests  were 
derived  somehow  from  experience --hard  experience.   But,  again,  I 
have  not  followed  along  into  all  aspects  of  the  social 
legislation  during  the  period  when  he  was  governor.   But  he 
undoubtedly  was  using  all  the  influence  of  his  office  in  this 
direction. 


Some  Members  of  the  Varren  Team 


Nathan:   Were  there  other  people  in  his  administration  whom  you  got  to 

know  particularly  well,  or  whom  you  would  care  to  speak  of?  You 
mentioned  several  of  them,  of  course- -Heman  Stark  and  Maury 
Gershenson  you've  spoken  of,  and  M.  F.  Small. 
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Grether:   Small,  or  "Pop"  Small,  as  we  called  him,  I  got  to  know  very  well 
because  he  was  often  the  liaison  to  the  governor.   By  the  way, 
last  week  I  noticed  an  item  in  the  paper  that  his  secretary 
died. 

Nathan:   Helen  McGregor,  yes;  she  died  just  recently. 

Grether:   She  was  a  very  fine  woman,  too.   I  didn't  have  very  much  to  do 
with  her,  but  I  would  occasionally  see  her.  But  Pop  Small  was 
the  man  with  whom  I  had  most  contact.   By  the  way,  he's  a  good 
example  of  what  you  may  call  having  an  executive  administrator 
or  secretary  who  has  the  interests  of  the  boss  at  heart.   Before 
I  gave  my  Commonwealth  Club  talk,  I  discovered  in  my  file  that 
he  wrote  me,  "Couldn't  you  perhaps  say  something  about  your 
reaction  to  the  governor?"   [laughter]  Which  I  did.   It  was  no 
problem  at  all,  because  I  was  delighted.   But  he  was  looking  out 
for  the  governor's  interests.   After  all,  the  election  was 
coming  up,  you  see.   I  thought  that  was  really  quite  cute,  that 
he  was  taking  it  on  himself  to  help. 

Nathan:   Very  alert. 

Grether:  Very  alert,  yes.   Heman  Stark  was  an  interesting  person,  because 

he  happened  to  come  from  Montana,  where  my  wife  comes  from,  so 

we  had  a  lot  in  common.   We'd  all  compare  notes.   Occasionally 
I've  seen  him  since  then. 

The  man  who  was  most  active  in  all  of  this,  so  far  as  1 
know,  is  not  around.   Either  he's  deceased  or  retired  or  left 
the  area- -James  Bryant.   He  was  the  Director  of  Employment,  and 
he  was  probably  the  most  active  force  behind  all  of  this, 
because  most  of  this  activity  focused  in  the  area  of  his  office. 

I  have  a  very  good  recollection  of  Jim  Bryant.   He  seemed 
to  be  very  helpful,  didn't  pressure  too  much,  very  active.   To 
me,  at  least,  he  suggested  the  type  of  people  I  found  around  the 
governor- -that  is,  good  people  who  were  on  the  team,  so  to 
speak.   I  found  no  indication,  say,  of  any  dissonance  or  lack  of 
cooperation  among  the  group .   Of  course ,  I  was  coming  in  and 
out;  it  might  be  quite  different  on  an  everyday  basis. 

I  was  especially  impressed  by  the  research  people,  like 
Maury  Gershenson  and  Roach  in  the  Department  of  Employment,  and 
others.   Every  one  of  those  departments,  as  far  as  I  could  tell, 
had  succeeded  in  getting  good  research  people  to  compile  and 
interpret  the  data.   It  was  really  heartening  to  discover  how 
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quickly  you  could  get  access  to  data;  you  could  rely  upon  it  and 
have  it  interpreted  by  well-qualified  professionals. 

Maury  Gershenson  lives  in  Berkeley.  He  could  be  a 
storehouse  of  information.  He's  retired  by  now,  but  he  was  a 
very  valuable  asset  in  all  of  this  because  he's  very  competent 
and  very  experienced  in  this  whole  area. 


Nathan:   Fine. 


Tonv  Ranruglio's  Interests 
[Interview  5:  March  21,  1975 ]## 


Nathan:   There  was  a  name  we  might  want  to  talk  about  today- -Tony 
Ramuglio.   Does  that  sound  familiar? 

Grether:   Yes.   Tony  Ramuglio  was  the  CIO  member  of  the  study  commission 
on  unemployment  insurance.   He  did  not  resign  from  the 
commission  when  Neil  Haggerty  and  Charley  Scully,  the  AFL 
representatives,  did.   Likewise,  Adrian  Kragen,  the  employer 
member,  had  resigned,  but  Ramuglio  and  the  other  employer 
members  were  quite  willing  to  continue.   We'd  discussed  that, 
and  with  this  slim  of  a  majority  it  didn't  seem  worthwhile;  so 
the  commission  closed. 

Ramuglio  was  a  man  I'd  have  loved  to  have  known  more  about. 
He  had  some  sort  of  an  appeal  to  me.   I  knew  from  what  he  said 
that  he  came  out  of  the  Boston  labor  movement,  and  came  up  the 
hard  way,  as  many  labor  people  have  done.   I  had  the  feeling 
that  there  was  an  interesting  human  interest  story,  which 
unfortunately  I've  never  been  able  to  get,  because  Ramuglio  died 
shortly  after  the  commission  terminated. 

He  did  not  seem  to  be  what  you  might  call  a  labor 
politician.   Yet  he  must  have  been  very  good  at  it,  because  he'd 
come  up  the  hard  way  in  the  ranks,  and  most  of  the  labor  people 
who  reach  the  top  are  very  good  in  their  personal  and  political 
relations. 

One  thing  was  rather  interesting.  Our  meetings  often  were 
in  my  office  in  South  Hall,  where  I  kept  much  of  my  library. 
One  day  he  picked  Henry  George's  Progress  and  Poverty  off  my 
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shelf  (It  was  written  in  San  Francisco)  and  borrowed  it.  He 
never  returned  the  book  because  of  his  untimely  death. 

Many  years  later  I  was  asked  by  KPIX  to  do  a  couple  of 
films.  One  was  on  an  economic  interpretation  of  the  development 
of  the  United  States,  which  I  did.   Another  had  to  do  with  time 
and  time  perspective.   1  never  saw  these  films  because  they  were 
run  at  various  times .  But  three  or  four  years  ago  a  gentleman 
called  me  who  was  visiting  in  San  Francisco  from  Chicago.  He'd 
seen  this  film  of  the  economic  interpretations,  and  he  liked  it 
very  much  and  wanted  to  talk  to  me  about  it.   It  turned  out  he 
was  with  the  Henry  George  Society,  and  he  said  they  could  use 
this  film  in  their  seminars.   I've  often  wondered  just  what  it 
was  in  this  film  that  was  so  appealing  to  him. 

In  any  event,  he  gave  me  a  copy  of  the  book  again. 
Nathan:   Is  this  the  single  tax  concept? 

Grether:  Yes,  to  some  extent.   Actually,  it's  a  book  well  worth  reading. 
It's  more  than  just  a  single  and  simple  doctrine.   Henry  George 
roamed  around  the  streets  of  San  Francisco  and  noticed  the 
variations  and  the  inequalities,  and  he  did  a  very  interesting 
piece  of  analysis  that  still  has  a  considerable  following  in 
this  country. 

Nathan:   You  were,  I  gather,  intrigued  by  Ramuglio  because  of  his 
attraction  to  the  book? 

Grether:   Well,  the  books  in  general.   He'd  roam  through  my  library  and 
take  books  off  the  shelf.   I  had  a  feeling  that  here  was  a 
rather  unusual  type  of  man,  and  as  I've  said  I'm  sorry  I  didn't 
get  better  acquainted  with  him,  because  I  thought  there  was 
probably  an  interesting  story  in  terms  of  his  intellectual  and 
other  aspects  of  his  development. 

Nathan:    In  this  study  commission  on  unemployment  insurance,  because  it 
was  so  very  much  smaller  than  that  conference  a  few  years 
earlier,  I  gather  you  did  get  to  know  the  participants  quite 
well. 

Grether:   Oh,  yes.   We  met  over  a  period  of  almost  two  years,  and  we  had 

many  meetings.   Yes,  we  became  very  well  acquainted.   That  is,  I 
didn't  see  the  people  for  the  most  part  outside  the  sessions, 
but  we  had  so  many  sessions.   So,  yes,  there  was  quite  a  good 
basis  for  having  some  judgment  as  to  the  quality  of  the  people. 
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Grether:   Incidentally,  it  might  be  worth  mentioning  that  in  addition  to 

the  two  KPIX  films,  which  I'd  love  to  see  myself  sometime,  there 
was  one  done  by  the  American  Marketing  Association  upon  my 
retirement.   They  asked  a  number  of  senior  people  who  had 
reached  the  retirement  stage  to  do  thirty-minute  films,  and  I 
have  a  copy  of  it  here . 

Nathan:   You  do?  Is  it  a  video  tape? 

Grether:  Yes.   It's  in  black  and  white.   I  was  interviewed  by  one  of  my 
former  students,  Wendell  Smith,  who  was  then  president  of  the 
Marketing  Science  Institute.   For  the  most  part,  it  was  my 
interpretation  of  the  function  in  the  market  system  of 
competition  policy,  which  pretty  much  runs  through  all  of  my 
work.   I  understand  this  is  used  occasionally  around  the  country 
in  classes  in  marketing.   Someone  from  Chico  State  a  year  or  so 
ago  told  me  he'd  used  it  in  his  class,  but  he  found  the  students 
didn't  like  the  fact  that  it  was  in  black  and  white,  because 
they're  so  accustomed  to  color.   [laughter] 

Nathan:   That's  the  way  truth  always  is. 
Grether:   That's  right. 

Nathan:   That's  interesting,  to  think  that  you're  being  seen  here  and 
there . 

Grether:   Well,  I  have  a  copy  that  I've  seen  only  once  myself.   But 
sometime  I'll  have  it  run  again  to  see  what  it  looks  like. 

Nathan:   Yes.   I'd  love  to  see  it,  if  you  happen  to  do  it. 

Grether:   We  could  do  it  sometime,  yes.   The  University  has  the  equipment. 
The  tape  is  back  behind  you  on  top  of  that  cabinet. 

Nathan:   Maybe  it's  time  to  make  another  one. 

Grether:   I  don't  know.   You  never  can  tell,  with  that  sort  of  thing. 

Nathan:   Right. 

I  have  the  name  Newman  under  the  Unemployment  Insurance 
Study  Commission. 

Grether:  This  was  Frank  Newman  of  the  Law  School.  He  was  employed  to 

draft  the  legislation  to  be  presented  to  the  legislature,  which 
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unfortunately  was  never  done  because  the  commission  could  not 
agree  upon  the  legislation. 


Black  Sundav  Resignations  from  the  Commission 


Nathan:   You  mentioned  [off  the  tape]  Black  Sunday,  which  I  gather  was 
the  day  of  the  resignations? 

Grether:  That  was  the  day  when  the  thing  clearly  was  breaking  up.  We 
tried  it  again  later  on,  but  couldn't  put  it  together.   Black 
Sunday  was  when  the  two  labor  people  and  Adrian  Kragen  made 
their  speeches  indicating  the  difficulties  they  were  having 
which  led  them  to  the  resignation. 

Nathan:   And  then  it  was  your  duty  to  report  this  to  the  governor? 

Grether:  Yes,  and  also  to  Jim  Bryant,  the  head  of  the  Department  of 

Employment,  which  was  the  agency  most  particularly  and  directly 
involved  in  the  study. 

Nathan:   Yes,  1  see. 

I'm  sure  there  is  a  great  deal  more  on  Warren. 

Grether:  Yes.  I  have  before  me  some  folders.  I've  been  trying  to  check 
everything  against  notes  and  records  so  that  I  could  speak  with 
considerable  confidence. 

Following  the  unemployment  insurance  study,  which 
terminated  in  '53,  our  next  contact  was  a  fortuitous  one. 


Warren's  Charter  Day  Speech  (1954) 


Grether:   I  was  waiting  for  a  plane  in  Chicago,  along  with  other 

passengers,  and  we  were  told  that  we  were  delayed  because  of  the 
arrival  of  VIPs.   I  was  most  amazed  and  delighted  to  see  that 
the  VIPs  were  Mr.  and  Mrs.  Warren,  who  were  getting  on  the 
plane.   As  it  turned  out,  they  were  coming  out  to  Berkeley  for 
the  Charter  Day  ceremonies  on  the  following  day. 
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Nathan: 
Gr ether: 


Needless  to  say,  of  course,  once  they  were  seated  I  spoke 
to  them.   The  governor,  as  I  always  called  him  (although  he  was 
then  Chief  Justice  of  the  United  States)  was  so  glad  to  see  me. 
He  said,  "Eventually  I'd  like  to  talk  with  you."  So  sometime 
during  the  trip  he  asked  Mrs .  Warren  and  me  to  exchange  seats . 
I  noticed  he  had  a  big  legal-size  tablet  on  his  lap,  and  he'd 
been  writing.  What  he'd  been  doing  on  the  plane  was  writing  his 
speech  for  Charter  Day  the  next  day. 

The  first  thing  he  did  was  to  ask  me  about  things  in 
Berkeley.  You'll  recall  that  during  the  oath  period  he'd  asked 
me  to  keep  in  touch  with  him,  keep  him  informed.   So  here  now, 
again,  he  asked  me  a  lot  of  detailed  questions.   He  always 
seemed  to  have  a  very  strong  nostalgic  interest  concerning  the 
developments  of  the  University,  especially  on  the  Berkeley 
campus . 

Then  he  asked  me  if  I  would  look  over  his  talk  as  he  had 
written  it  out.   Fortunately,  his  writing  is  better  than  mine, 
so  I  was  able  to  read  it.   So  we  went  through  it,  and  it  seemed 
like  a  very  nice  talk.   (I  don't  have  it  in  my  files,  but  if  it 
seemed  important,  I'm  sure  the  Public  Information  Office  of  the 
University  would  have  it.) 

The  thing  that  interested  me  was  that  he  had  been  writing 
this  himself;  it  was  not  something  put  into  his  hands.   Also  I 
was  interested  that  this  was  what  I  heard  him  read  the  next  day 
on  the  platform.   By  that  time  it  had  been  typed,  probably  by 
the  Public  Information  Office,  and  copies  distributed.   But  he 
read  word  for  word  exactly  what  I  had  seen  in  his  own 
handwriting  on  the  plane. 

I  remarked  about  this  to  him  one  time,  and  he  said  yes,  he 
always,  even  when  it  came  to  his  court  opinions,  would  write 
them  out  himself.   In  other  words,  he  was  not  the  type  of  person 
who  had  had  things  put  into  his  hand  by  professional  writers  to 
be  used. 

He  was  not  speaking  extempore  at  all? 

No.  He  followed  his  text.   I  don't  think  he  extemporized  very 
much.   But  this  talk,  like  others,  exuded  what  you  might  call  a 
homey,  folksy  quality,  and  a  delight  to  be  back  in  his  own 
environment. 

My  next  contact  with  him  was  not  until --so  far  as  I  can 
tell  from  my  records --the  spring  of  1962.   I  had  retired  from 
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the  deanship.   I  had  a  Ford  Foundation  faculty  research 
fellowship  which  included  a  small  amount  for  travel  in  this 
country.   So  my  wife  and  I  spent  a  month  in  Washington,  D.C., 
during  which  I  talked  to  government  officials  in  the  Council  of 
Economic  advisors,  the  Department  of  Justice,  and  so  on  and  so 
on. 

It  so  happens,  by  the  way,  that  during  this  period  there 
was  the  famous  episode  in  the  steel  industry  when  it  raised  its 
prices  over  the  objection  of  the  President.   1  was  asked  to  sit 
in  on  those  discussions  of  the  Council  of  Economic  Advisors.   I 
just  mention  that;  it  has  nothing  to  do  with  the  Warren  record. 

But  while  there,  my  wife  and  1  did  call  the  Chief  Justice 
and  said  that  we  would  like  to  visit  the  court  in  session 
sometime.   He  has  his  own  little  area  where  guests  may  sit.   So 
we  came  to  his  chambers  one  session  and  spent  the  morning 
watching  the  court  in  session.  A  very  impressive  ceremony, 
needless  to  say.   We  saw  him  briefly  both  before  and  after,  and 
had  the  usual  warm  greeting  which  is  so  characteristic  and 
typical  of  the  man. 


Academic  Senate:   Clark  Kerr  Award,  and  the  Convocation  (1967) 


Grether:   Then  it  was  five  years  before  there  was  another  systematic 
relationship.  This  one  was  most  interesting.  At  the  first 
meeting  of  the  Board  of  Regents  after  Governor  Reagan  took  over, 
Clark  Kerr  was  unceremoniously  dismissed  from  the  presidency. 
Needless  to  say,  this  provoked  an  enormous  reaction  throughout 
the  University  system.   The  Berkeley  division  had  a  special 
meeting  and  took  a  number  of  actions. 

Nathan:   This  is  a  division  of  the  Academic  Senate? 


Grether:  Yes,  in  Berkeley.   One  was  to  establish  the  so-called  Clark  Kerr 
Award  for  extraordinary  and  distinguished  contributions  to 
higher  education,  which  I  will  talk  about  at  greater  length.   I 
was  chairman  of  the  committee  that  recommended  it;  I  was 
chairman  of  the  committee  set  up  by  the  senate  to  plan  the 
details  of  the  award,  and  until  recently  was  chairman  of  the 
award  committee.   So  I've  been  in  touch  with  this  throughout  the 
entire  period. 
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Another  action  adopted  was  to  hold  a  convocation  sometime 
during  the  spring  of  1967,  on  the  roles  of  the  University  in  a 
democratic  society.   It  was  stated  that  this  was  to  be  a  solemn 
assembly,  conducted  at  the  very  highest  level,  with  the  intent 
to  make  a  public  impact  as  to  the  role  and  contribution  of  the 
University  in  a  democratic  society.  Also,  I  think  the  idea  was 
to  set  it  at  a  different  level  so  that  it  would  not  be  confused 
with  the  kind  of  activities  we'd  been  having  in  the  Plaza  during 
the  Free  Speech  Movement  and  so  on. 

A  special  committee  was  set  up  by  the  senate  to  plan  this. 
Professor  Bernard  Diamond,  who  has  a  joint  appointment  in  the 
Criminology  Department  and  the  Law  School,  was  chairman  of  that 
committee.   I  have  forgotten  whether  I  was  on  the  committee  or 
merely  invited  to  attend  as  an  advisor;  I  think  probably  the 
latter. 


Warren  at  the  Convocation 


Grether:   In  any  event,  I  was  at  a  meeting  of  the  committee  when  the  names 
came  up  for  this  assembly.   The  leading  name  was  that  of  Earl 
Warren- -that  this  would  be  a  coup  if  one  could  get  Earl  Warren. 
The  committee  checked  with  Professor  Michael  Heyman  of  the  Law 
School,  who  had  been  clerk  to  Warren,  and  he  said,  "It's 
impossible;  he  will  not  do  it."   So  it  was  decided  apparently, 
not  to  do  this. 

Listening  to  this  discussion,  I  asked  if  I  could  be  allowed 
to  get  in  touch  with  Warren,  because  I  wasn't  convinced  that 
Mike  Heyman  was  right  on  this.   So  I  did  call  Warren,  and  I  have 
notes  here  on  the  nature  of  our  conversation.   They're  very 
rough  notes,  but  enough  so  I  can  be  sure,  I  think,  exactly  what 
happened. 

I  was  able  to  get  him  on  the  phone.   He  immediately  said  he 
was  so  glad  to  hear  from  me:   "It  has  been  too  long  since  we 
talked,"  in  his  usual  warm,  genial  manner.   Then  I  reminded  him 
of  our  conversations  during  the  oath  period,  when  things  were 
disturbed  at  the  University.   I  was  calling  him  because,  I'm 
sure  he  knew  by  now,  we  were  again  having  problems  at  the 
University.  Whereupon  he  said  yes,  he'd  been  following  these 
stories,  and  he  was  heartsick  with  the  whole  business  and 
especially,  he  added,  "especially  because  of  the  way  it  was 
done . "  He  was  referring  to  the  unceremonious 


Earl  Warren,  Clark  Kerr,  Ewald  Grether,  and  Delmer  Brown.   Warren  was  presented  the  Clark 
Kerr  Award  at  a  dinner  for  members  of  the  UC  Berkeley  Academic  Senate,  1972. 
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nature  of  Clark  Kerr's  dismissal.  Then  at  that  point  he  asked 
me  if  I  would  give  Clark  Kerr  his  greetings  (which  I  did 
immediately  following  this  telephone  conversation) . 

Then  I  explained  to  him  how  the  committee  hoped  that  he 
would  be  the  leading  speaker  at  a  formal ,  solemn  convocation  to 
be  called  by  the  Academic  Senate  of  the  Berkeley  campus,  to 
discuss  the  roles  of  the  University  in  a  democratic  society.  He 
said  he  would  be  delighted,  but  he  could  not  do  so  until  after 
April  25,  and  he  went  over  his  calendar  (I  still  have  some  notes 
here) . 

Nathan:   Really? 

Grether:   He  was  saying  that  now  the  court's  in  session,  then  he's  got  to 
go  to  Mexico  for  some  international  conference  for  ten  days, 
then  the  court  begins  again.  But  after  April  25  there  would  be 
a  possibility.   So  I  reported  this  to  the  committee;  it  gave  me 
very  great  pleasure  to  think  we  would  be  able  to  have  him. 
April  28,  then,  was  decided. 

Incidentally,  the  three  speakers  were  paid  expenses.   I 
don't  know  whether  Warren  ever  put  in  the  bill  or  not,  but  the 
faculty  made  voluntary  contributions- -this  was  not  a  University 
affair- -to  make  it  clear  this  was  the  faculty's  own.   This  was 
true  also  of  the  Clark  Kerr  Award;  it  was  financed  by  faculty 
contributions  on  a  voluntary  basis. 

The  other  two  speakers  at  the  convocation  were 
Professor  Richard  Hofstadter  of  Columbia  University  and 
J.  Kenneth  Galbraith  of  Harvard.   Needless  to  say,  I  was  very 
pleased  with  this  plan,  because  here  was  Warren,  a  good  friend, 
and  Galbraith,  a  former  student.   And,  as  it  turned  out,  it  was 
a  beautiful  affair. 


Nathan:   Where  was  it  held? 

Grether:   In  the  Greek  Theatre.   The  day  was  lovely,  and  it  was  just 
crowded  with  faculty  and  students  and  some  townspeople.   It 
couldn't  have  been  better.   But  there  was  a  threat,  and  this  has 
never  been  told.   I  think  it  might  be  worth  putting  this  on  the 
record. 

A  few  days  before  the  convocation,  Professor  Diamond  called 
me  and  said  the  police  had  called  him,  and  that  the  San 
Francisco  Police  had  had  two  communications.   One  was  a  crank 
letter  with  a  threat  against  the  Chief  Justice.   But  the  other 
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was  a  call,  allegedly  from  a  father,  who  said  his  son  belonged 
to  a  dissident  group  of  some  sort,  presumed  on  the  right  wing 
because  of  the  nature  of  the  communication,  and  that  his  son  had 
undertaken  the  responsibility  to  assassinate  Earl  Warren- -had 
disappeared  with  a  rifle  with  a  telescopic  lens. 

Of  course,  the  police  did  not  know  whether  this  was 
something  to  take  seriously,  but  they  did  take  it  seriously. 
They  had  informed  Warren's  son  and  the  top  University 
administration.  They  requested  this  be  kept  very  quiet  and 
there  be  no  publicity.   Captain  Woodward  of  the  Berkeley  campus 
felt  it  was  important  that  Warren  be  informed  personally.   He 
felt  he  could  not  take  full  responsibility  unless  Warren  were 
aware  of  the  situation. 

Again,  I  have  with  me  my  notes  on  that  telephone 
conversation.   I  was  able  to  get  Warren  at  the  Supreme  Court 
chambers,  and  this  was  on  April  22.   I  told  him  exactly  what  I'd 
been  asked  to  inform  him  by  the  police,  that  there  was  this 
risk.   After  I  told  him,  there  was  a  very  brief  interlude.   Then 
he  said,  "Well,  Dean  (he  often  called  me  "Dean"),  if  anyone 
wishes  to  do  this  to  me,  it  can  happen  at  any  time.   I've  been 
aware  of  this.   I  do  intend  to  come  out.   I  do  not  wish  any  show 
of  security."  He  did  not  object  to  some  security,  but  not  any 
show  of  security.   I  mentioned  that  Captain  Woodward  wished  to 
meet  the  plane.   He  said,  "I'll  be  glad  to  see  the  captain,  but 
not  in  uniform." 

What  happened  was  that  Harry  Wellman,  as  acting  president, 
and  I,  with  Captain  Woodward,  then  met  the  plane.   Then  we  took 
Warren  to  the  Fairmont  Hotel.   It  seems  that  the  Warrens  are 
always  house  guests  of  Ben  Swig  in  the  penthouse  on  top  of  the 
Fairmont,  which  is  Swig's  own  living  area.   It  was  the  first 
time,  by  the  way,  that  I'd  seen  this  penthouse.   The  next  day  my 
wife  and  I  were  again  over  there,  and  it's  a  very  nice  place, 
obviously;  I  think  about  ten  rooms  or  so- -beautiful  rooms- -on 
top  of  the  Fairmont. 

Everything  went  okay  that  day.  The  next  morning  my  wife 
and  I,  again  with  a  police  driver  (I'm  not  sure  if  it  was 
Captain  Woodward;  it  may  have  been,  or  one  of  his  men) ,  went 
over  to  the  Fairmont  to  pick  up  Mr.  and  Mrs.  Warren.   She  was 
with  him  on  this  trip.   We  brought  them  back  to  the  campus.   The 
police  had  warned  us  that  if  we  heard  little  beeps  not  to  worry 
because  there 'd  be  a  police  car  in  front  of  us,  and  at  some 
stage  a  police  car  would  get  in  behind  us.   In  other  words,  they 
were  giving  him  very  good  protection. 
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Nathan: 
Grether: 


When  we  came  to  the  campus,  the  luncheon  for  Warren  was  at 
the  Faculty  Club,  and  there  was  another  luncheon  for  Mrs.  Warren 
given  by  the  women  of  the  Law  School  at  the  Women's  Faculty 
Club,  to  which  my  wife  was  invited,  by  the  way,  since  we  were 
acting  as  the  hosts  in  this  instance. 

I  was  interested  when  1  came  into  the  Faculty  Club  to  see 
people  sitting  in  there  that  I'm  sure  were  not  faculty  members. 
Likewise,  afterwards,  when  we  walked  up  to  the  Greek  Theatre,  I 
could  see  in  front  and  to  the  rear  people  who,  again,  clearly 
were  not  faculty  or  students. 

In  other  words,  the  police  and  the  FBI  were  providing  very 
careful  security.   In  fact,  they  told  me  they  had  been  through 
this  with  Associate  Justice  Goldberg,  who  had  given  a  speech  in 
the  Greek  Theatre  ,  where  there  had  been  some  kind  of  a  threat 
also.   They  would  have  combed  the  Greek  Theatre;  it  would  have 
been  closed  off  and  everything  would  have  been  checked  out 
there  . 

I'm  recording  this  because  I  was  amazed  and  delighted  to 
see  the  character  of  the  precautions  and  how  quietly  it  was  all 
handled.  When  we  got  to  the  theatre  and  we  moved  in,  again  I 
could  see  the  same  thing. 

Were  you  walking  then? 

Yes,  walking.   I  was  walking  with  Warren  and  a  few  faculty  up  to 
the  theatre.  On  the  platform  they  insisted  that  Warren  sit 
behind  the  lectern. 


Nathan:   Was  he  wearing  a  gown? 

Grether:  Yes.  We  were  all  dressed  in  cap  and  gown,  and  all  the  faculty, 
too.  It  was  one  of  the  formal  faculty  occasions  that  the  Greek 
Theatre  is  famous  for. 

Nathan:   Marvelous.   Yes,  they  have  a  character  that's  superb. 

Grether:  Yes.   So  Warren  had  his  cap  and  gown.   He  sat  behind  the 

lectern,  much  to  his  discomfort  [laughter]  because  he  couldn't 
see  the  audience  very  well,  and  they  couldn't  see  him.   This 
again  was  for  his  protection.   I  sat  where  he  would  have 
normally  sat.   My  wife,  who  was  sitting  down  below  with 
Mrs.  Warren,  said  she  felt  a  little  bit  nervous,  but  as  it 
happened  there  were  no  problems.   I'd  assume  that  they'd  combed 
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the  hillsides  and  the  whole  area  of  the  Greek  Theatre  very 
carefully. 

Then  he  was  going,  I  think,  to  a  meeting  with  the  faculty 
of  the  Law  School,  so  we  did  not  take  him  back  to  the  Fairmont; 
someone  else  took  him  back. 

1  have  with  me  two  things,  if  you  want  to  take  time.   I 
have  with  me,  for  example,  the  introduction  I  used,  and  I  also 
have  a  copy  of  his  speech  on  that  day.   Here  is  what  I  said: 


Mr.  Chairman  and  distinguished  guests,  members  of 
the  University  community,  ladies  and  gentlemen:   I 
am  delighted  to  have  been  given  the  honor  of 
extending  a  cordial  welcome  and  greetings  to  Chief 
Justice  and  Mrs.  Warren.   Today's  meeting  is  not 
the  first  appearance  of  Earl  Warren  in  this  theatre 
and  on  this  platform.  His  presence  today,  however, 
is  uniquely  appropriate.   Earl  Warren  is  a  native 
Californian,  born  in  Los  Angeles.   He  holds  three 
degrees  from  the  University  of  California- -Bachelor 
of  Laws ,  Doctor  of  Jurisprudence ,  and  the  Honorary 
Degree,  Doctor  of  Laws,  conferred  in  this  theatre 
after  he  was  named  the  Chief  Justice  of  the  United 
States.   Two  buildings  on  this  campus  bear  his 
name.   After  he  was  admitted  to  the  bar  in  1914,  he 
engaged  in  private  law  practice  in  San  Francisco 
and  Oakland  until  he  entered  the  military  service 
in  1917.  Upon  his  return  from  the  military,  he 
entered  public  service  in  various  capacities, 
chiefly  in  this  county,  in  the  City  of  Oakland,  in 
the  office  of  the  District  Attorney.   He  served  as 
the  District  Attorney  of  Alameda  County  from  1925 
to  '39,  and  as  Attorney  General  of  California  from 
1939  to  '43.   Then  followed  the  eventful  years  as 
Governor,  from  1943-53.   During  all  of  these  years, 
Earl  Warren  maintained  an  active  association  with 
and  interest  in  the  University  of  California.   From 
1932  to  1940  [to  interviewer:   this  will  interest 
you,  by  the  way]  he  was  research  associate  in  the 
Bureau  of  Public  Administration. 

His  most  intimate,  influential  association,  of 
course,  was  during  the  period  as  Governor,  Regent, 
and  president  of  the  Board  of  Regents.  Many  of  us 
in  this  audience  today,  including  especially 
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President  Emeritus  Robert  Gordon  Sproul  [who,  by 
the  way,  was  present],  recall  his  wise,  friendly, 
and  strong  leadership  during  this  period.   [this, 
needless  to  say,  I  stressed  because  of  the  attitude 
current]  His  influence  was  felt  not  only  in  budget 
support  but  in  broad,  sympathetic  understanding  and 
in  the  character  of  his  appointments  to  the  Board 
of  Regents. 

Among  these  superb  appointments  was  the  late  Jesse 
Steinhart.   Jesse  Steinhart's  death  two  years  ago 
this  spring  was  reported  in  the  local  press  with 
simple  eloquence  as  follows:   "A  brilliant  career 
devoted  to  a  major  extent  to  stamping  out  bigotry 
and  preserving  the  integrity  of  American  democracy 
has  ended."  This  characterization  also  can  be 
applied  to  Earl  Warren  over  the  years,  and  in  his 
role  as  the  Chief  Justice  of  the  United  States. 
Ladies  and  gentlemen,  the  Chief  Justice  of  the 
United  states. 


Now,  I  stressed  this  particular  aspect  because  there  was  a 
little  problem  with  the  Japanese  evacuation.   This  occurred 
again  in  the  case  of  the  Clark  Kerr  Award  to  Earl  Warren,  so  I'd 
like  to  keep  that  in  mind  because  there  has  always  been  this 
undercurrent,  this  one  great  blot  upon  his  record  from  the 
standpoint  of  many  people,  and  it  still  is  unresolved.   You  hear 
various  reports  that  later  on  he  was  very  sorry. 


Warren's  Message 


Grether:  Warren  himself  gave  a  beautiful  talk.   In  fact,  in  terms  of  the 
nature  of  the  situation,  I  don't  think  it  could  have  been  any 
better.   He  must  have  given  a  great  deal  of  thought  to  it.   One 
thing,  he'd  asked  me  and  others  to  provide  him  with  information 
so  he'd  have  the  proper  background.   I  know  Professor  Diamond 
assembled  some  materials,  and  I  assembled  some  also. 

I  have  here  his  twelve -page  talk,  in  which  he  expressed  his 
pleasure  at  being  back  at  his  alma  mater  and  spoke  about  his 
early  experiences  here,  but  especially  expressed  his  pride  in 
the  recognition  the  University  had  achieved.   He  referred  to  the 
very  recent  report  of  the  American  Council  on  Education,  in 
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which  it  was  said  that  the  Berkeley  campus  is  the  best  balanced 
distinguished  university  in  the  country.  He  said  this  is  the 
outcome ,  of  course ,  of  the  recognition  of  achievement  in  which 
he  and  everyone  else  of  the  alumni  took  a  great  deal  of  pride. 

He  then  went  on  to  discuss  population  growth,  and  stressed 
that  the  population  growth  has  been  heterogeneous,  and  mentioned 
the  development  of  the  minority  groups  and  stressed  that  public 
education,  to  use  his  words,  was --well,  let's  quote  here: 


But  the  State  of  California  quickly  set  up  a  system 
of  general  education  to  take  care  of  all  its 
citizens  not  as  schools  for  the  so-called  common 
people,  but  schools  common  to  all  the  people. 


He  stressed  how  the  University  of  California,  as  the 
capstone  of  the  structure,  not  only  has  become  the  object  of 
admiration  and  envy  throughout  the  world,  it  afforded  free 
education  available  to  all,  and  he  stressed  this.   (The  Reagan 
people  wished  to  have  tuition,  and  succeeded  in  raising  the  fees 
at  the  University.)   He  went  on  to  discuss  the  role  of  the 
University,  how  a  modern,  complex  society  depends  upon  an 
educated,  an  informed  society- -not  the  education  of  an  elite, 
but  education  for  all.   He  talked  about  educating  our  minorities 
and  those  underprivileged  elements  of  our  society  who've  not 
received  adequate  education  to  equip  them  with  the  skills  which 
are  essential  to  meaningful  employment  in  the  technological  and 
scientific  world  in  which  we  live. 

There  are  two  or  three  pages  of  this  sort  of  stress.   As, 
for  instance,  how  California's  become  one  of  the  most 
cosmopolitan  states  in  the  union,  as  well  as  the  fastest 
growing,  and  education  has  made  a  very  important  contribution 
both  to  the  growth  and  to  our  ability  to  try  to  meet  the 
problems  of  this  growth.   For  instance,  he  said: 


We  have  invested  heavily  and  wisely  in  every  level 
of  education,  and  it  has  been  the  soundest 
investment  we  have  ever  made.   It  has  paid 
dividends  beyond  our  fondest  dreams.   No 
institution  in  the  state  is  as  responsible  for  our 
great  development  and  our  prosperity  as  our  system 
of  free  public  education.   In  fact,  it  can  well  be 
said  that  we  have  prosperity  because  we  have  an 
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outstanding  educational  system,  rather  than  that 
we're  able  to  have  an  outstanding  educational 
system  because  we  have  prosperity. 


Then  he  referred  to  the  great  presidents  of  the  University.  He 
mentioned  them  by  name,  and  ended  with  Clark  Kerr.   Which 
produced,  of  course,  an  enormous  reaction  in  the  audience. 
Here's  a  characteristic  phrasing: 


Californians,  this  is  the  time  for  us  to  do  our 
utmost  for  the  University,  because  it  has  done  its 
utmost  for  us.   It  is  time  to  encourage  our 
distinguished  faculty  to  pursue  truth  and  knowledge 
into  the  darkest  corner.   It  is  a  time  to  encourage 
them  to  teach  the  truth  as  they  discover  it.   It  is 
a  time  for  us  to  give  to  all  the  young  people  of 
our  state  the  very  best  education  we  can  afford. 


Then,  I  think  I'll  read  the  next  paragraph,  too: 


They  are  entitled  to  this  because  they're  living  in 
a  world  which  is  out  of  joint,  but  not  of  their 
making.   From  the  day  of  their  birth,  our  society 
has  been  preoccupied  with  either  hot  or  cold  war. 
It  has  many  sicknesses  that  they  are  inheriting. 
It  is  but  natural  that  they  should  be  searching  for 
answers  which  we  do  not  provide.   I  am  told  there 
are  87,000  of  them  in  the  nine  campuses  of  the 
University.   Each  of  these  is  a  personality 
searching  for  light  in  his  own  way.   It  is  natural 
that  they  will  not  all  agree. 


(This  is  a  characteristic  Warren  touch,  as  I  mentioned  earlier- 
going  past  the  figures  to  the  individual.) 


I  believe  in  the  youth  of  America.   Hardly  a  week 
passes  in  Washington  that  I  don't  spend  at  least  an 
hour- -sometimes  two  or  three- -with  groups  of  young 
people  from  colleges  and  high  schools  who  come  to 
the  nation's  capitol  to  learn  something  about  the 
problems  which  confront  the  world.   All  of  them  are 
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searching;  many  are  critical;  a  few  are  abrasive. 
But  they  all  want  to  learn.  They're  all  interested 
in  at  least  one  problem  in  our  society.  Their 
concern  with  problems  is  genuine,  and  I  find  them 
far  more  knowledgeable  than  students  of  my  day.   1 
find  them  engaged  in  more  good  causes  than  the 
students  of  my  day.  And  I'm  sure  that  after  going 
through  much  travail,  they  will  find  answers  even 
to  some  problems  which  we  had  been  unwilling  to 
face.  This  is  why  1  believe  they  are  entitled  to 
the  very  best  that  the  University  can  give  them. 

So  I  do  not  suggest  that  we  tolerate  students.   I 
do  suggest  that  we  understand  them.   And  I  suggest 
that  the  higher  education  which  you  offer  is  not 
just  a  current  expenditure,  but  is  rather  a  long- 
term  investment. 


Then  he  quotes  from  the  President's  Commission  on  Higher 
Education,  on  the  nature  of  education  as  an  investment.   He 
finally  said: 


I  could  not  express  what  is  in  my  mind  in  better 
terms.  I  therefore  commend  it  to  you.   It 
represents  the  real  spirit  of  California's  great 
system  of  free  public  education. 


What  he's  saying  here  is  referring  to  this  President's 
Commission  on  Higher  Education- -that  education  is  an  investment 
in  human  talent,  better  human  relationships,  democracy,  and 
peace.   This  is  the  keynote  on  which  he  ended. 

1  think  we  came  off  extraordinarily  well  in  the  faculty 
convocation,  because  the  other  two  talks  complemented  and 
supplemented  this  very  nicely. 

After  Warren  returned,  of  course  1  wrote  him  and  expressed 
our  thanks  and  appreciation  and  so  on,  and  eventually  got  a 
reply,  which  I  have  here.   But  I'm  especially  interested  in  and 
notice  a  little  letter  that  Mrs.  Warren  wrote  to  my  wife  on 
May  29.   I  mention  this  because  it  happened  to  be  my  wife's 
birthday.   It  was  on  the  stationery  of  the  Supreme  Court  of  the 
United  States.   If  you  don't  mind,  I'll  put  this  on  the  record. 
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Nathan: 
Gr ether: 


Do. 


Dear  Mrs.  Grether, 

This  Is  a  long  delayed  note  of  thanks  for  your  many 
kindnesses  while  I  was  in  Berkeley  for  the  Academic 
Senate  convocation.   I  am  sorry  that  visiting 
relatives  and  friends  have  kept  me  so  busy  that 
I've  had  to  neglect  my  personal  correspondence. 
You  were  so  thoughtful  to  meet  us  at  the  airport 
and  devote  so  much  time  to  my  welfare  during  the 
day  of  the  ceremonies .   I  do  want  you  to  know  that 
I  am  most  grateful.   It  was  a  thrilling  experience 
for  both  the  Chief  Justice  and  me  to  be  present  at 
this  important  occasion  at  the  University  of 
California.   With  best  wishes  to  you  and  Dean 
Grether,  in  which  the  Chief  Justice  joins  me, 

Sincerely, 
Nina  E.  Warren 


We  had  met,  of  course  at  the  time  of  the  employment  conference. 
We  had  dinner  with  the  Warrens.   There's  a  beautiful  picture,  by 
the  way,  that  hangs  in  my  study. 

Nathan:    Is  that  the  one  at  the  table? 

Grether:  Yes,  yes.   We  became  quite  well  acquainted  during  that  period. 
Later  on,  when  the  Warrens  came  out  on  another  occasion,  we  met 
them  also,  and  a  similar  type  of  correspondence  is  in  the  file. 

This  is  the  convocation  of  1967 . 

Nathan:   Aren't  you  glad  that  you  were  alert  enough  to  ask  if  you 
couldn't  try? 

Grether:  Yes.   I  thought  that  Mike  Heyman  misjudged  it.   I  can  see  why  a 
former  clerk  might  misjudge  the  situation.   As  a  matter  of  fact, 
he  probably  was  right;  normally,  Warren  wouldn't  do  this, 
because  we'll  get  into  another  little  episode  a  little  later 
where  he  did  something  very  unusual.   But  it  shows  he  can  make 
exceptions,  as  he  did.  He  was  so  delighted  in  this  case;  he 
felt  so  strongly  about  the  whole  issue.   After  all,  Clark  had 
worked  with  him  very  closely,  too,  and  he  knew  Clark  very  well, 
and  to  him  this  was  a  very  outrageous  business. 
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Nathan:   I  see.  You  did,  in  a  sense,  give  him  a  dignified  opportunity  to 
say  what  he  wanted  to  say. 

Grether:  That's  right,  and  he  was  not  at  all  hesitant. 

Nathan:   Speaking  of  his  knowing  Clark  Kerr,  would  this  be  an  appropriate 
time  to  ask  about  whether  Warren  had  some  connection  with  the 
establishment  of  the  Institute  of  Industrial  Relations? 

Grether:   Yes.   We  can  go  into  that  in  greater  detail,  but  I  might  mention 
here  that  it  was  Warren's  idea  to  establish  a  program  in  this 
field.  He  wanted  a  school  of  industrial  relations,  not  an 
institute.   We  pointed  out  that  a  school  would  complicate 
relationships  on  the  campus  because  teaching  was  scattered 
widely  throughout  departments,  but  that  a  research  institute  and 
a  community  relations  institute  would  not.   So  he  was  willing  to 
accept  that  approach. 

Nathan:    I  see.   Yes,  we  can  certainly  do  more  on  this. 

Grether:   Yes.   I  think  that  ought  to  be  delayed  for  a  special  analysis. 

The  next  period  of  contact  was  just  the  next  year.   There 
was  the  famous  Centennial  Convocation  of  1968,  the  hundredth 
anniversary  of  the  University.   Warren  had  been  invited  out,  and 
also  made  a  talk  at  this  convocation.   Carrie  and  I  were  asked 
at  this  time  to  meet  the  Warrens  at  the  airport. 

The  other  time,  you  remember,  he  was  met  by  Harry  Wellman 
[officially  representing  the  University] .   Wellman,  by  the  way, 
was  not  at  the  faculty  convocation  in  1967,  I  should  explain, 
because  the  Regents  had  a  long-standing  engagement  to  visit  Los 
Alamos  the  next  day.   So  Wellman,  as  acting  President  of  the 
University- -of  course,  the  Regents  had  a  good  excuse;  they  were 
all  invited  to  the  convocation,  but  they  all  had  a  good  excuse 
not  to  attend.   I  think  only  two  of  them  came;  I  think  Ellie 
Heller  came  and  one  other. 

Nathan:   As  you  speak  about  this,  it  all  comes  back. 

Grether:  Oh,  it  was  a  tremendous  affair.   The  faculty  sat  on  the  platform 
with  their  caps  and  gowns  as  far  as  they  could,  and  then  some 
sat  down  below.   To  me  it  was  one  of  the  highlights  of  my 
experience  at  the  University.   The  nature  of  the  occasion  and 
everything  was  just  right- -the  response.   Oh,  there  were  a  few 
little  banners  of  students  and  slogans  scattered  around,  but 


Nathan : 
Gr ether: 
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nothing  serious;  there  were  no  untoward  episodes.   The  threat 
against  Warren  did  not  materialize.   It  just  couldn't  have  been 
a  better  convocation,  both  as  a  show  and  in  terms  of  the 
content,  in  what  it  communicated. 

It  was  a  bold  gesture,  in  a  way. 

It  was.  The  faculty,  I  think,  was  very  well  advised  to  do  it 
this  way- -a  solemn  occasion  in  full  regalia,  full  solemnity. 


Nathan:   Symbolism  is  important? 

Grether:  That's  right.   I've  been  to  many  Charter  Day  ceremonies,  but  I 
think  this  was  a  more  outstanding  ceremony,  partly  because  of 
its  nature.   By  the  way,  Kerr  did  not  come  to  this.   He  and  his 
wife  talked  it  over,  and  they  felt  it  would  be  very  difficult 
for  them  and  for  everybody  if  he  were  present.  But  I  was  very 
happy  that  President  Emeritus  Sproul  did  attend.   Heyns  was  not 
there  because  he  had  a  meeting  in  the  East,  and  only  two  of  the 
Regents  were  there.   So  it  was  a  faculty  and  student  affair, 
basically. 

Nathan:   A  wonderful  story. 


Centennial  Charter  Day  (1968) 


Grether:   Now,  in  the  centennial- -this  is  very  brief.   The  next  year, 
1968,  Warren  was  out  to  the  Centennial  Charter  Day,  where  he 
made  some  remarks.   My  wife  and  I  were  asked  to  meet  them  at  the 
plane.   In  this  case,  Mrs.  Warren  did  not  come.   So  when  we  met 
them  (again  we  had  a  driver) ,  it  happened  that  Thurgood  Marshall 
was  also  coming  out  to  the  centennial ,  and  he  was  on  the  same 
plane.   The  Chief  Justice  introduced  us  to  Thurgood.   I  was 
amazed  to  see  what  a  big  man  he  was;  he  was  bigger  than  Warren-a 
very  large  man  physically.   Marshall  had  his  own  arrangements, 
so  we  did  not  pick  him  up;  we  could  have  brought  him  back. 
Again,  of  course,  Warren  went  to  the  Fairmont  Hotel  to  Ben  Swig. 

On  one  of  these  occasions  something  came  up  about  the 
Japanese  evacuation.   I  think  it  came  up  in  the  '72  situation. 
I  might  as  well  put  it  in.   It  was  one  of  these  occasions  when 
we  were  driving  with- -I  think  Mrs.  Warren  was  there,  so  it  was 
either  in  the  '67  or  on  the  Clark  Kerr  occasion  in  '72,  because 
my  wife,  forgetting  the  situation,  made  some  comment  about  the 
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Japanese  evacuation.   The  reason  this  was  in  our  mind  is  because 
there  was  a  display  of  photographs  at  the  museum  on  the  campus, 
and  this  happened—I'm  sure  now-  -this  happened  to  synchronize 
with  the  Clark  Kerr  Award. 

Nathan:   So  that  would  be  '72. 

Grether:  Also,  Warren  was  on  the  campus  to  act  as  a  Regents'  Lecturer  in 

the  Department  of  Rhetoric  for,  1  think,  one  month.   It  was  just 

unfortunate  that  this  display  was  in  the  art  museum  at  the  same 
time. 


Grether:   I  think  we  were  talking  about  this  Centennial  Charter  Day  of 
'68.   I  don't  think  I  have  anything  else  to  add  there,  except 
perhaps  that  in  January  of  that  year  I  recall  attending  a 
dedication  of  the  Earl  Warren  Center.   Also  I  met  there  John  D. 
Weaver,  who  is  author  of  this  book,  Warren:   The  Man.  The  Court. 
The  Era,  and  talked  to  him  a  bit  about  this  book.   I  recall 
asking  Warren  at  the  time  of  the  '68  meeting  about  this  book, 
whether  he  had  read  it.   Let's  see  --when  was  this  published? 
This  book  was  published  in  1967.   He  replied  he  was  reading  it; 
he  hadn't  finished  reading  it.   The  book  was  done  with  his 
approval,  provided  Weaver  would  stay  away  from  him;  he  said  he 
didn't  want  to  be  bothered.   [laughter]   So  far  as  he  can  tell, 
the  book  is  factual.   I  found  it  not  a  great  book,  by  the  way;  I 
think  the  facts  are  adequate,  but  I  don't  think  it's  a  great 
biography  in  terms  of  bringing  out  what  I  would  like  to  see  in  a 
book  of  this  sort.  But  I  do  find  it,  in  connection  with  what 
we're  doing  now,  handy  to  have  available,  especially  because  we 
can  check  up  on  some  things  . 


Clark  Kerr  Award  of  1972 


Grether:   I  think  I'll  refer  to  it  perhaps  in  connection  with  the  next 

episode,  so  to  speak,  and  that  was  the  Clark  Kerr  Award  of  1972. 
I  mentioned  already  that  the  Academic  Senate  established  the 
Clark  Kerr  Award  for  extraordinary  and  distinguished 
contributions  to  higher  education.  The  first  award  was  given  to 
Clark  Kerr  himself,  and  represented  a  gold  medal  as  well  as  a 
bronze  medal.   Since  then,  we  don't  give  gold  medals  anymore, 
[laughter]   It  would  be  much  too  expensive,  so  we  give  only 
bronze  medals . 
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To  this  point,  there  has  been  an  award  each  year.   But 
there  will  not  be  one  this  year  because  of  some  disagreement 
aaong  the  members  of  the  committee.  Most  likely  next  year 
there'll  be  another  award.   I'm  no  longer  chairman  of  the 
committee,  but  I'm  still  a  member;  so  I'm  in  touch  with 
developments . 

We  were  very  fortunate,  by  the  way,  in  the  kind  of  awards 
made.   I  think  that  perhaps  should  be  discussed  separately  some 
time.   It  arises  now  because  Earl  Warren  was  the  fifth  person  to 
receive  the  Clark  Kerr  Award.   It  was  a  very  brief  statement: 

The  Clark  Kerr  Award  Committee  recommends  that  the 
fifth  Clark  Kerr  Award  for  Distinguished 
Contributions  to  Higher  Education  be  made  to  Earl 
Warren  for  his  personal  support  of  higher  education 
for  all  the  people,  and  his  high  sensitivity  to 
academic  freedom  as  Governor  of  the  State  of 
California,  and  for  envisaging  education  within  a 
larger  concern  for  human  rights  as  Chief  Justice  of 
the  United  States. 


Warren  was  coming  to  the  campus  as  Regents'  Lecturer  for  a 
month  in  the  Rhetoric  Department,  so  we  took  advantage  of  that 
and  had  a  special  dinner  meeting  at  the  Faculty  Club.   As 
chairman  of  the  Awards  Committee,  I  arranged  this,  and  also  I 
sat  between  Chief  Justice  Warren  on  my  right  and  Clark  Kerr  on 
my  left.   I  mention  this  because  some  things  came  up  in 
conversation  that  I  think  I  can  mention  here. 

The  award,  of  course,  was  made  by  the  chairman  of  the 
division,  who  at  that  time  was  Delmer  Brown.   The  award  is 
always  made  in  the  name  of  the  division  by  the  current  chairman 
of  the  division. 

I  would  tend,  as  I  sat  there  in  the  evening,  to  engage  in 
conversation  both  to  my  right  and  to  the  left.   I  was  very  much 
interested  to  discover  that  Warren  was  well  aware  of  how  Kerr 
got  here.   When  I  made  some  introductory  remarks,  I  pointed  out 
that  this  occasion  could  not  have  occurred  except  for  Earl 
Warren,  who  had  taken  an  interest  in  having  an  organization  on 
the  campus  in  the  field  of  industrial  relations,  because  he 
wanted  the  University  to  contribute  to  the  difficult  problems  of 
labor  and  management  in  the  State  of  California  in  the  postwar 
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period.   In  fact,  this  again  was  in  the  nature  of  part  of  the 
postwar  planning  that  we  had  mentioned  earlier. 

There  were  many  people  who  thought  that  the  state  would  be 
torn  apart  by  labor  and  management  conflicts,  and  the  Institute 
of  Industrial  Relations  was  intended  to  help  bring  the 
University  into  the  educational  aspects  of  this  whole  area,  with 
the  hope  it  would  make  a  contribution,  and  it  certainly  did.   In 
fact,  in  the  process  it  did  so  well  that  that's  how  Kerr  got  to 
be  Chancellor,  I'm  certain,  because  in  seven  years  he  took  IIR 
from  zero  to  the  leading  institution  of  its  type  in  the  world. 
There  was  an  enormous  period  of  growth  and  achievement  during 
the  seven  years  of  Kerr's  directorship  of  the  institute. 


Table  Talk  with  the  Chief  Justice 


Grether:   While  I  was  sitting  there  between  the  two,  I  had  a  chance  to 
check  up  on  two  or  three  things  that  I  think  I  can  put  on  the 
record.   For  example,  I  mentioned  to  the  Chief  Justice  that  I'd 
always  assumed  that  since  the  Supreme  Court,  and  especially  the 
Warren  court,  had  almost  unanimously  given  the  opinions 
favorable  to  the  government  side,  that  the  argument  and  the  full 
analysis  and  the  citations  would  be  taken  from  the  government 
briefs.   Since  I  was  just  curious  about  this,  and  I  discovered 
that  the  briefs  were  on  file  in  the  library  here,  I  put  a 
research  assistant  to  work  on  this,  just  to  check  it  out.   I  was 
surprised  to  discover  this  was  not  true --that  the  Supreme  Court 
opinions  quite  frequently  went  off  on  their  own.   They  didn't 
seem  to  take  their  base  on  either  the  plaintiff's  or  the 
defendant's  side  of  the  action.   This  surprised  me. 

Warren's  reply  surprised  me  also.   He  said,  "Yes,  that's 
true.  The  reason  is  that  quite  frequently  the  briefs  are  so 
poor  that  we  weren't  happy  with  them,  [laughter]  and  we  would 
make  some  further  analysis  ourselves."  Now,  this  is  a  very 
interesting  business,  you  see,  because  it  suggests,  as  many 
people  have  said,  that  the  courts  are  making  law. 

I  would  find  in  the  briefs  of  the  Supreme  Court,  for 
example,  references  to  scholarly  writings  and  other  writings -- 
research  writings  especially- -that  I  wouldn't  find  in  the  briefs 
of  the  parties  to  the  controversy.  This  is  very  interesting. 
He  said,  "Well,  the  facts  of  life  are  that  we  often  didn't  have 
proper  presentations,"  and  he  gave  me  names.   I  don't  think  I'll 
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mention  them,  because  two  of  them  are  people  I've  known  rather 
well  in  New  York  practice.  Very  big  names  in  antitrust  law,  he 
said,  failed  miserably  in  their  presentations  before  the  Supreme 
Court . 

He  went  on  to  point  out  that  at  one  time  appearing  before 
the  Supreme  Court  was  on  a  highly  selective  basis;  it  was  a 
tremendous  honor  to  appear.   But  now  the  base  has  been  broadened 
so  that  a  lot  of  people  have  access  to  the  Supreme  Court.   Then 
he  added  quickly  that  the  quality  is  not  a  matter  of  whether 
it's  a  small  firm  or  small-time,  little  old  lawyer,  because  some 
of  the  very  big  names  have  made  miserable  appearances  before  the 
Supreme  Court.   So  this  is  one  reason  why  he  said  they  would 
sometimes  go  off  on  their  own  and  have  the  clerks  dig  into  the 
literature,  and  why  some  new  materials  would  appear  in  the 
opinions  at  this  level. 

Since  then,  I  noticed  recently  a  statement  by  Supreme  Court 
Justice  Lewis  F.  Powell  (this  is  quoted  in  the  San  Francisco 
Chronicle  of  May  28,  1974)  that  he  gives  attorneys  who  appear 
before  the  court  bad  marks  also,  according  to  this  headline; 
that  he  complains  about  the  quality  of  some  of  the  materials 
that  come  before  the  court.   To  me,  this  is  an  unbelievable 
situation—before  the  highest  tribunal  you  get  shoddy  work, 
apparently,  in  terms  of  what  is  presented. 

In  any  event,  to  me  it  was  very  revealing,  and  I  would  like 
to  check  on  it  some  more.   I  mentioned  it  one  day  at  the  Faculty 
Club  to  one  of  our  faculty  members  who  was  also  a  clerk  of 
Warren's,  and  he  said,  "Well,  sometimes  the  opinions  of  the 
court  are  no  better."   [laughter]   I  think  he  was  having  a 
little  joke,  but  it  does  raise  some  nice  questions.   To  me  this 
is  a  very  revealing  conversation  just  at  the  table. 

Another  thing  happened  that  evening.   This  was  at  the  time 
of  the  ITT  case,  when  there  had  been  a  settlement  and  there  were 
charges  made  of  intervention  at  the  highest  levels.   I  had  just 
returned  from  a  meeting  of  the  National  Industrial  Conference 
Board  in  New  York  City,  where  I'd  participated  in  a  panel. 
There  was  much  discussion  among  the  participants,  who  were 
chiefly  business  executives  and  lawyers  of  ITT- -much 
consternation  because  the  lawyers,  especially,  said,  "How  are 
you  going  to  try  a  case  if  you're  not  really  allowed  to  try  it 
properly  in  the  courts?"  This  was  a  matter  of  deep  concern. 

The  question  I  raised  with  the  Chief  Justice  is  as  follows: 
It  seems  to  me  that  in  a  democracy,  when  the  stakes  are  as  high 
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as  they  are  in  these  cases  (often  they  involve  millions, 
hundreds  of  millions,  even  billions  of  dollars),  one  should 
assume  that  efforts  would  be  made  to  use  influence  at  all 
levels.   I  said  to  him,  "Isn't  this  correct?"  He  said,  "Yes, 
you're  correct;  one  should  assume  that,  but  one  should  not 
assume  that  those  efforts  will  be  successful."  This  was  the 
strategic  difference;  you  should  assume  efforts  would  be  made, 
but  you  should  not  assume  they  would  be  successful. 

He  gave  an  example.   After  he  had  been  elected  governor,  he 
made  some  appointments  to  one  of  the  state  commissions.   Perhaps 
it  was  the  Public  Utilities  Commission- -anyway,  a  commission. 
He  had  a  call  from  the  chairman  of  his  finance  committee- -the 
Republican  body  that  had  financed  his  campaign- -who  said, 
"Governor,  you  did  not  check  with  me  before  making  these 
appointments."  His  reply  was,  "There's  no  connection  between  my 
appointments  and  the  finance  committee  campaign." 

I  have  never  checked  Warren's  record  out.   I  am  hopeful 
that  what  he  says  represents  what  really  occurred- -that  there 
was  no  connection,  that  he  tended  to  make  his  appointments  in 
terms  of  the  quality  of  the  people  involved  in  relation  to  the 
needs  of  the  situation.   But  it  was  a  clear-cut  difference  of 
view,  you  see,  and  hopefully  of  action,  too,  as  presented  to  me 
in  the  dinner  conversation. 

A  third  thing  came  up  here,  and  I'm  afraid,  as  you  can  see, 
I  was  mining  the  soil,  so  to  speak,  taking  full  advantage  of  the 
situation.  This  was  also  at  the  time  of  the  Abe  Fortas  affair 
in  the  Supreme  Court.   It  happened  that  I  met  Mr.  Fortas.   I  had 
read  a  major  paper  before  the  American  Bar  Association  on 
antitrust;  it's  back  behind  me  on  the  shelf  someplace.   There 
was  a  very  distinguished  panel  of  discussants,  one  of  whom  was 
Abe  Fortas.   This  was  before  he  was  on  the  Supreme  Court,  when 
he  was  in  private  practice. 

The  panel  met  the  night  before  dinner,  and  then  we  had  the 
entire  morning  at  work  in  the  discussions.   I  mention  this 
because  it  gave  me  a  chance  to  get  some  strong  impressions  of 
Mr.  Fortas.   I  was  enormously  impressed  by  him,  not  only  by  the 
evidences  of  ability  but  by  what  I  would  call  the  grassroots 
character  of  his  analysis;  he  got  right  down  to  what  I'd  call 
the  working  level.   Also,  in  that  particular  discussion  he  took 
a  pro- small  business  approach  and  stress. 

Now,  the  question  arises  as  to  what  in  the  world  happened? 
Here  you  get  a  man  like  this,  his  record  had  been  very  good  as  a 
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Nathan: 


Gr ether: 


Nathan : 


liberal,  too,  by  the  way,  in  the  early  New  Deal  days.   Paul 
Taylor,  for  example,  told  me  he  worked  with  him  and  he  had  a 
strong  reputation. 

Then  this  episode  occurred  on  the  Supreme  Court,  and 
finally  he  resigned.   I  suggested  to  the  Chief  Justice  that  my 
view  was  that  something  had  happened  in  Fortas's  relationships 
with  the  President  of  the  United  States --that  is,  LBJ  [Lyndon 
Baines  Johnson] --and  he  agreed  with  that.   Then  he  went  on  to 
add  something  else,  and  that  is  that  a  justice  of  the  Supreme 
Court  should  never  have  these  personal  relationships  with  the 
President  of  the  United  States- -that  this  was  a  great  mistake. 
Fortas  had  been  LBJ's  personal  lawyer,  and  apparently  continued 
advising  with  him  on  a  personal,  confidential  basis  after  he  was 
on  the  Supreme  Court. 

I  occasionally  went  into  other  aspects  of  this.   For 
example,  one  time  when  I  was  in  New  York  City  I  met  a  lawyer 
there  with  clients  among  the  oil  companies.  He  said  that  the 
real  problem  here  was  the  oil  import  quotas  and  their  allocation 
between  companies ,  and  that  LBJ ,  coming  from  Texas ,  would  have  a 
strong  interest  in  these.  He  thought  that  Fortas  had  some  role 
here;  what  it  is,  I  do  not  know,  but  in  any  event  I  think  it's  a 
great  tragedy.   A  man  of  his  ability  and  previous  record,  and 
then  this  sort  of  episode  developed  that  made  him  finally 
resign. 

This  is  a  very  complex  and  difficult  issue.   I  merely 
wanted  to  record  that  to  me  it  was  an  enormous  shock,  because  of 
having  had  the  one  experience  and  having  been  tremendously 
impressed  by  Fortas  as  a  person  and  by  his  ability,  to  discover 
that  this  particular  element  of  weakness  appeared.   My  own  view, 
by  the  way,  is  that  it's  asking  too  much  for  someone  to  be  this 
close  to  the  President  of  the  United  States  with  this  enormous 
power,  especially  if  the  President  has  personal  interests. 

You  really  believe  in  the  separation  of  the  judiciary  from  the 
administration? 

Yes.   I  think  Warren  is  exactly  right,  that  Fortas  should  never 
have  continued  on  this  basis  with  the  President  of  the  United 
States  once  he  was  on  the  court. 

To  return  a  moment  to  the  dinner,  did  you  talk  to  Mr.  Kerr  while 
you  were  sitting  at  the  table? 
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Grether:   Yes,  a  little  bit  also,  but  there's  nothing  of  particular 

importance  that  came  out.   It  was  a  very  pleasant  occasion,  and 
it  reflects  again  the  warm  regard  that  Earl  Warren  had  for  Clark 
Kerr.   This  is  one  reason  he  was  glad,  I  think,  to  accept  the 
award  and  to  make  this  clear  as  to  his  status. 


Honor  for  Work  in  Marketing  and  Public  Policy 


Grether:  The  next  year  a  curious  thing  happened.   I  think  it's  worth 

recording.   The  American  Marketing  Association,  of  which  I'm  a 
member,  was  having  its  meetings  in  Washington,  D.C.  (I  think  it 
was  August  12  and  13) ,  and  they  decided  to  make  one  of  the 
sessions  in  my  honor  for  my  work  in  the  field  of  marketing  and 
public  policy. 

Professor  Lee  Preston,  who  was  formerly  on  our  faculty- -was 
then  at  the  University  of  Buffalo  School  of  Management  and  is 
now  at  the  University  of  Maryland- -was  chairman.   I  was  asked  if 
I  had  any  friends  in  Washington  who  should  be  invited  to  this 
convocation,  so  I  turned  in  five  names,  one  of  whom  was  Earl 
Warren.   Another  was  Edwin  G.  Nourse,  who  had  been  the  first 
chairman  of  the  Council  of  Economic  Advisors,  with  whom  I'd  been 
very  friendly.   (We'll  get  into  that  a  little  later  when  we  get 
into  the  Truman  period,  when  I  was  working  on  the  same  floor  of 
the  same  building  with  Nourse.)   Now,  Nourse  was  too  frail  (he 
died  this  last  year  at  the  age  of  ninety-one) .   We  were  able  to 
see  him,  have  a  nice  visit  with  him,  but  he  was  too  frail  to 
come  to  the  meeting. 

Much  to  my  delight  and  surprise,  Earl  Warren  did  appear. 
He  told  me  privately  this  was  the  only  time  in  his  whole  career 
he'd  gone  to  a  private  meeting  in  Washington,  D.C. ,  so  it  was  an 
enormous  exception.   He  came  and  sat  beside  me  at  the  head  table 
during  this  morning.  There  was  another  nice  thing  about  this. 
I  read  a  paper.   The  other  speaker  was  Earl  Kintner,  who  had 
been  the  chairman  of  the  Federal  Trade  Commission  and  was  now  in 
private  practice,  and  he  read  a  major  paper.   I  discovered  that 
Kintner  and  Warren  knew  each  other  very  well  and  were  very 
friendly.   So  that  made  it  not  only  a  pleasant  occasion,  but  it 
may  be  another  reason  why  he  was  willing  to  come  to  the  meeting, 
knowing  he'd  be  among  friends. 

Warren  did  not  say  anything.   He  was  asked  if  he'd  like  to, 
but  he  informed  the  chairman  beforehand  he  wouldn't.   He  said 
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Professor  Ewald  Grether 
University  of  California 
Graduate  School  of  Business 

Administration 
Berkeley,  CA  94720 

Dear  Professor  Grether: 

We  are  delighted  to  inform  you  that  a  distinguished  jury  of 
your  peers  has  again  selected  you  as  a  recipient  of  the  Paul  D. 
Converse  Award  of  the  American  Marketing  Association.  Your  award 
was  fitting  recognition  of  your  vital  book  Marketing  and  Public 
Policy.  You  are  only  the  second  person  ever  to  receive  two 
Converse  Awards,  the  other  being  Wroe  Alderson. 

Other  recipients  in  1975  will  be  Peter  Drucker,  John  Howard 
and  Everett  Rogers. 

As  with  your  earlier  award,  this  year's  presentation  will  be 
made  at  a  symposium  to  be  held  at  the  University  of  Illinois  on 
May  16-17,  1975.  We  hope  that  you  can  be  our  guest  on  this  occasion 
and  can  prepare  a  paper  for  the  symposium.   This  paper  might  deal 
with  your  current  thoughts  on  marketing  and  public  policy  and  use 
your  earlier  book  as  a  springboard.  We  would  also  plan  to  have  two 
other  outstanding  marketing  scholars  at  the  symposium  discussing  the 
implications  of  your  work  for  the  field. 

Congratulations  again  on  this  second  well-deserved  honor.   We 
look  forward  to  seeing  you. 


Cordial 


Alan  Andreasen 


Hix  Huegy 

A  «-  .,„  £<J- 

Seymour  Sudman 
Co-Chairmen 
ARA:jg  Converse  Award  Committee 
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that  he  discovered  that  when  he  says  anything  it  becomes  a 
matter  of  interest  to  the  press,  so  he  preferred  not  to.  His 
presence  alone  was  certainly  an  enormous  recognition  again  of 
the  quality  of  the  man- -that  he  would  take  this  kind,  of  trouble, 
make  the  effort  to  appear,  and  sit  with  me  on  this  platform  for 
the  entire  morning. 


World  Law  Dav  (1973) 


Grether:   Then  the  final  relationship  with  Earl  Warren  personally  was  in 
Oakland  at  the --here  it  is --it  was  called  "World  Law  Day: 
Salute  to  Chief  Justice  Earl  Warren.   November  6,  1973."  This 
was  Earl  Warren  coming  back  to  where  he'd  started  from,  in 
Oakland,  and  it  was  an  enormous  outpouring  of  people  —  six 
hundred  people  at  this  dinner.   Clark  Kerr  and  I  went  down  there 
to  attend  this,  and  of  course  we  saw  him  there.   Again,  he  made 
a  typical  Warren  speech  —  one  of  the  nicest  and  warmest,  but 
also,  characteristic  of  Warren  in  his  later  years  especially, 
stressing  world  peace.   He  was  taking  that  as  a  very  strong 
theme,  especially  in  his  talks  at  the  University.   This  came 
through  very  clearly  there. 

Now,  it  happened  also  to  be  a  tragic  evening  in  Oakland's 
history.   During  the  closing  benediction  by  a  Negro  pastor,  he 
stopped  to  say  that  the  Oakland  Superintendent  of  Schools, 
Marcus  Foster,  had  been  killed  almost  in  the  vicinity  of  this 
building.   So  it  was  a  very  sad  outcome  in  terms  of  the  nature 
of  the  occasion,  with  that  heavy  stress  upon  world  peace. 

This  was  the  last  time,  so  far  as  I  remember,  that  I  saw 
Earl  Warren.   After  his  death,  which  we  noticed  in  the  press 
when  we  were  at  our  summer  place  in  Montana,  we  immediately 
wrote  Mrs.  Warren- -a  copy  of  the  note  is  here.   I  was  very 
interested  that  she  replied.   The  card  here  is  the  usual  formal 
one;  there  must  have  been  hundreds  of  these.   Then  she  scribbled 
on  the  bottom,  "Thank  you  for  your  warm  sentiments.   Such  a 
comforting  letter.  Nina." 

Nathan:   Lovely. 

Grether:  Yes.  Very  nice,  indeed.  Well,  that's  the  story  of  my 

relationships  with  Earl  Warren.   To  me  they  were  not  only  warm, 
but  they  were  very  revealing  and  often  helped  to  strengthen  my 
faith  in  the  democratic  process,  at  least  with  respect  to  the 
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state  and  the  nation,  realizing  of  course  that  Warren  has  been 
an  enormously  controversial  figure.  There's  a  great  tide  of 
emotional  reaction  quite  the  contrary  to  mine.   But  I'd  really 
like  to  put  on  the  record,  so  far  as  I'm  concerned,  that  I  saw 
nothing  but  that  here  was  a  human  being  who  had  an  enormous 
capacity  to  understand  and  sympathize  with  the  needs  of  the 
lesser  privileged,  and  a  man  who,  as  far  as  I  could  tell,  had 
tremendous  integrity.  There  was  no  lack  of  consistency  in  what 
he  ever  said  to  me  here  and  in  terms  of  what  I  saw  in  action. 
After  all,  this  was  a  very  small  part  of  the  Warren  record;  no 
doubt  there  are  many  other  elements  in  it. 


Edison  Uno's  Letter 


Grether:   There's  one  element  of  it  I  think  I  should  mention.   At  the  time 
of  the  Clark  Kerr  Award,  we  had  a  letter  from  a  Japanese,  Edison 
Uno.   He  wrote  it  to  the  Berkeley  Academic  Senate,  and  this  is 
dated  April  3,  1972.   He  was  criticizing  the  senate  for  making 
this  award.   He  said: 


Thirty  years  ago,  Earl  Warren  had  no  personal 
support  for  higher  education  for  those  persons  of 
Japanese  ancestry,  nor  did  he  have  any  sensitivity 
to  academic  freedom  or  concern  for  human  rights  of 
those  victims  of  wartime  hysteria  and  racism.   The 
man  of  courage  in  1942  was  none  other  than  Robert 
Gordon  Sproul,  the  President  of  the  University 
Emeritus.   It  was  Dr.  Sproul  who  spoke  out  against 
the  incarceration  and  removal  of  American  citizens 
at  a  time  when  such  a  public  posture  meant 
considerable  risk  to  one's  position  and  integrity. 


This  you'll  find  developed  at  greater  length  in  the  [Harry  L. ] 
Kingman  oral  history,1  I'm  sure,  because  Ruth  Kingman  especially 
was  active  in  much  of  this.  Uno  goes  on  to  say: 


*Harry  L.  Kingman,  Citizenship  in  a  Democracy.  Regional  Oral  History 
Office,  University  of  California,  Berkeley,  1973. 
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There's  no  question  that  Earl  Varren  is  not 
deserving  of  all  the  honors  and  awards  he  has  and 
will  receive.  He's  a  great  civil  libertarian, 
statesman,  and  American.   All  of  his  contributions 
and  accomplishments  make  for  a  proud  and  impeccable 
record,  save  for  his  role  in  the  evacuation  of 
110,000  persons. 


One  time- -I  think  it  was  at  this  time  when  we  were  driving 
with  him  in  the  car- -something  came  up  about  this.   As  I  said 
earlier,  my  wife  probably  made  a  little  slip  of  the  tongue, 
because  she  mentioned  something  about  this  black  record  in  our 
history  of  the  West.   Warren  was  sitting  in  the  front  seat. 
Hearing  this  discussion  in  the  back  seat,  he  turned  sideways. 
He  didn't  defend;  he  merely  explained.   He  said,  "What  one  must 
remember  are  the  conditions  of  the  time,"  and  tried  to  indicate 
the  fear  and  the  hysteria  of  the  period. 

I  think  this  is  true;  I'm  not  trying  to  rationalize  or 
justify  it.  After  all,  he  was  the  attorney  general;  he  was  a 
law  enforcement  officer,  and,  after  all,  we  were  engaged  in  a 
major  war  effort.   I'm  inclined  to  think  that  the  sort  of 
process  we're  in  for  here  now  involves  the  same  sort  of  thing. 
When  we  get  into,  for  example,  the  1964  period  and  the  years 
following  it  on  this  campus,  out  here  in  the  plaza,  it's  easy 
for  people  ten,  fifteen,  twenty  years  later  to  say,  "Look  at 
those  nuts.   They  lost  their  composure.   They  didn't  have 
leadership."   It's  very  difficult  to  put  yourself  in  the 
position  of  the  hysteria  one  saw  here  in  the  Berkeley  Plaza 
then. 

The  same  thing  happened  in  the  NRA  period- -that  is,  when 
the  whole  country  was  in  mass  hysteria  because  of  the 
unemployment,  when  millions  and  millions  of  people  were 
unemployed;  when  even  the  largest  corporations  were  down  in 
Washington  asking  the  government  to  come  to  their  aid. 
Actually,  our  private  system  of  doing  business  had  fallen  apart 
at  one  stage. 

Once  you  get  out  of  those  conditions,  it's  easy,  of  course, 
to  say,  "Well,  look  at  the  mistakes  they  made."   I  think  this 
may  very  well  apply  to  this  particular  episode.   It  runs  so 
counter  to  the  character  of  the  man  as  we  saw  him  in  other 
cases.   It's  hard  for  me  to  believe  that  he  was  deserving  of  the 
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kind  of  attacks  that  are  made  in  terms  of  this  particular 
episode. 

Anyway,  I  thought  it  was  quite  an  interesting  aspect  of 
this  that  he  didn't  try  to  defend  himself;  he  merely  tried  to 
explain  in  terms  of  the  setting  of  the  time. 

Nathan:   The  letter  was  interesting,  too,  as  a  side  issue- -that  the 

writer  perhaps  was  trying  to  show  what  it  felt  like  during  the 
relocation. 

Grether:   I  can  illustrate  that.   I  well  recall  a  meeting  of  our  Honor 
Society  just  before  the  Japanese  were  evacuated.  One  of  our 
Honor  Students  was  a  young  Japanese,  a  very  nice  youngster  (I've 
forgotten  his  name  now) .   He  was  leaving  immediately  following 
the  meeting  of  our  Beta  Gamma  Sigma  Honor  Society  to  go  to  the 
camp,  and  the  emotional  reaction  among  our  students  was 
tremendous . 

They  liked  this  boy,  you  see,  and  as  far  as  he  was 
concerned,  there  was  no  problem;  they  knew  it.   What's  going  to 
happen  to  him?  He's  going  to  the  concentration  camp.   Perhaps 
all  the  people  were  innocent  people.   But  we  were  in  the  midst 
of  a  war  situation.   This  reaction  of  the  students  was  very 
heartwarming --to  see  how  they  felt  about  it- -because  there  has 
been  a  time  in  the  history  of  this  state  when  this  was  not  true, 
when  there  was  a  lot  of  anti-Japanese  feeling,  especially  at  the 
grassroots  working  level.   But  on  the  campus  it  was  just  the 
contrary. 

I  think  that,  so  far  as  I'm  concerned,  ends  the  Earl  Warren 
part  of  the  history,  unless  you  have  something  further. 

Nathan:  Perhaps  one  last  question.  Did  Governor  Warren  have  anything  to 
do  with  your  Flood  Foundation  connection,  or  was  that  entirely  a 
University  matter? 

Grether:   That  was  an  entirely  University  matter.   At  some  stage,  I  think 
we  ought  to  look  at  that  in  terms  of  how  it  came  to  the 
University  and  what  its  purposes  were  and  what  it's  being  used 
for  now  and  so  on. 

Nathan:   Would  you  care  to  say  anything  about  Warren's  political 

ambitions  with  respect  to  the  presidency  or  the  vice  presidency? 

Grether:   There's  one  interesting  aspect  of  this,  when  we  get  into  the 

federal  side  of  my  public  service.   In  the  Truman  administration 
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I  was  in  charge  of  economic  mobilization  planning;  I  was 
operating  in  the  so-called  security  sector.   Then  the 
Republicans  were  running  Dewey  and  Varren  against  Truman,  and 
the  presumption  was  that  Truman  would  be  whipped;  the  polls 
indicated  that.   It  didn't  turn  out  that  way.  But  I  was  told, 
and  I've  forgotten  by  whom  now,  that  in  the  event  of  the 
Republican  victory,  and  since  I  knew  Earl  Varren,  I  should  brief 
him  on  what  we'd  been  doing  in  this  security  sector.   But  that 
never  occurred. 

I  think  I  mentioned  earlier  that  I'm  confident  that  if  that 
ticket  had  been  inverted--.   For  instance,  during  that  period  I 
was  down  in  New  Orleans  one  time  at  a  meeting.   Down  south  you 
didn't  see  Dewey 's  picture;  you  saw  Warren' s  picture.   That  was 
then;  that  was  1948.   Of  course,  since  then  [laughter]  it  would 
have  been  different  for  some  parts  of  the  South. 


Personal  Views  of  Warren 


Grether:   Warren  had  popular  appeal,  which  Dewey,  the  cool  New  York 

lawyer,  didn't  seem  to  be  able  to  develop;  he  probably  didn't 
have  it.   Of  course,  Harry  Truman,  as  it  turned  out,  with 
benefit  of  retrospect  now,  we  can  see  had  popular  appeal,  too. 
He  was  able  to  communicate  to  ordinary  people .   This  was ,  I 
think,  Warren's  tremendous  strength—not  only  his  ability  to 
communicate,  but  he  emotionally  reacted  in  a  manner  so  that  the 
awareness  of  this  interaction  was  present. 

Nathan:   Something  certainly  came  across  from  him. 

Grether:   Yes,  that's  right.   I'd  be  interested  to  see  what  other  parts  of 
the  record  will  show  from  this  standpoint.   By  the  way,  I've 
thought  about  this.   I  think  there's  a  certain  risk  to  this  sort 
of  thing,  that  one  might  over- idealize  a  bit.   I've  tried  to 
think  about  this  carefully;  I'm  trying  to  avoid  it.   After  all, 
I'm  supposed  to  be  a  so-called  scholarly  observer  type.   I've 
been  taught  all  my  years  how  to  try  to  be  objective  and 
impartial,  so  I  think  I'm  being  objective  in  this  whole  review 
of  this  record.   It  will  be  interesting  to  see  if  there  is 
evidence  to  the  contrary  from  the  point  of  view  of  other 
observers . 

For  instance,  I  have  never  been  in  the  kind  of 
relationships  with  Warren  that  his  department  heads  would  have 
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had,  or  with  people  who  had  worked  with  him  in  the  campaign. 
Obviously  he  was  a  superb  politician.   At  least  he  was  able  to 
command  the  votes  of  both  parties  during  this  cross -filing 
period  in  the  State  of  California  in  the  face  of  a  larger  number 
of  Democrats  than  Republicans;  yet  he  was  able  to  do  this 
extraordinary  thing  of  getting  support  from  both  electorates. 

My  guess  is  that  this  was  not  because  of  his  political 
acumen,  but  because  of  the  type  of  person  he  was,  which 
communicated  to  people.   If  so,  this  is,  of  course,  something 
that  would  make  one  feel  more  confident  about  the  workings  of 
democracy- -if  people  of  integrity  can  be  understood  and  get 
support  without  having  been  built  up  through  public  relations, 
promotional  processes.   I  don't  know,  for  example,  if  Warren  had 
a  public  relations  promotional  group  like  has  been  true  of  so 
many  candidates.   I  really  don't  know  anything  about  that.   It 
would  be  interesting  to  check  on  that  sometime. 

Would  the  assumption  be  that  there  would  be  no  way  to  campaign 
throughout  the  state  without  it? 

I  know,  but  to  tell  a  man  what  to  say,  and-- 
I  see  what  you  mean- -the  package? 

This  has  been  true- -a  package  product,  intended  to  get 
predictable  results.   I  just  can't  believe  that  they  could  have 
done  this  with  Earl  Warren.   But  I  might  be  wrong.   If  so,  it 
would  be  a  bit  disillusioning. 

Nathan:   Yes,  it  would. 

Thinking  just  once  more  in  terms  of  the  employment 
conference,  did  you  have  occasion  to  form  any  judgments  about 
the  people  Warren  had  appointed- -that  is,  the  staff  that  he  had 
provided? 

Grether:  Yes.   I  think  I  mentioned  this.  Warren  had  them  all  meet  with 
me,  and  said  anything  I  wanted  should  be  made  available.   So  I 
got  well  acquainted.   I  was  well  impressed  with  both  the  quality 
and,  I  think  I  mentioned,  the  high  morale.   They  seemed  to  have 
a  good  working  relationship.   Clark  Kerr  verifies  this  also  from 
his  perhaps  little  deeper  experience. 

Nathan:   Did  you  have  any  impression  of  the  way  Warren  dealt  with  the 
press? 


Nathan: 

Grether: 

Nathan: 

Grether: 
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Gr ether: 


Nathan: 


Grether: 


I  never  really  saw  him  in  that, 
anything. 


I  really  shouldn't  say 


Nathan: 


Did  your  association  with  him  make  a  difference  to  you?  Did  it 
do  something  in  your  own  perceptions  or  your  own  way  of  thinking 
or  seeing  problems? 

Yes.   I  think  it  boosted  me  in  one,  maybe  two  important 
respects.  This  is  coming  on  the  spur  of  the  moment;  maybe  after 
reflection  I'll  find  some  other  things,   but  I  think  one  thing 
it  helped  greatly  on  was  my  belief  in  free  public  education. 
I've  been  very  sorry  that  the  University  of  California  has  moved 
off  that  basis. 

Early  in  my  career  I  was  offered  jobs  in  private 
institutions.   Some  of  the  private  schools  are  better  financed 
and  they  can  pay  higher  salaries  and  give  better  working 
conditions  than  public  institutions.   For  example,  I  was  offered 
a  job  at  the  Wharton  School  in  [The  University  of]  Pennsylvania 
at  a  higher  salary  than  here.   I  came  back,  I  think,  at  $1,800 
lower  salary  than  I  was  offered  at  Pennsylvania  at  the  time, 
after  having  been  there  for  a  year. 

But  personally,  I  felt  happier- -put  it  this  way- -in  the 
environment  of  free  public  education,  where  I  could  see  the 
processes  of  social  vertical  mobility  at  work.   I  could  see 
these  youngsters  come  in,  in  the  early  days,  from  some  of  the 
farms,  let  us  say.   Later  on  there  was  a  quite  a  different 
group .   I  could  see  what  happened  to  them  after  two  or  three  or 
four  years  on  this  campus.   To  me,  it  was  a  tremendous 
experience  to  feel  that  I  was  participating  in  this. 

Whereas  at  a  private  school  they're  there  because  their 
families  can  afford  to  pay  the  high  tuitions,  and  the  attitude 
of  the  students  is  different.   I  found  at  the  Wharton  School 
that  they  expected  to  have  more  things  put  into  their  hands; 
they  didn't  want  to  do  as  much  library  work;  they'd  have  more 
things  processed  and  made  available  to  them,  and  so  on.   This, 
by  the  way,  is  why  standards  should  be  higher  in  a  public 
institution,  because  since  it's  free,  and  it's  understood  to  be 
free,  people  should  not  be  allowed  to  get  the  benefit  of  that 
kind  of  free  education  unless  they  really  settle  down  and 
justify  the  expenditure  of  public  resources. 

Are  you  thinking  of  high  entrance  requirements  or  high 
performance  after  you  get  in? 
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Grether:  High  performance.  Here's  something  you  have  to  be  very  careful 
about.   Right  now,  I'm  worried.   I'm  afraid  there's  going  to  be 
a  push  made  for  cutting  the  University  back  by  raising  the 
requirements  so  that  it's  a  more  elitist  institution.   I  have  a 
very  strong  feeling  about  this.  You  should  be  elitist  in  only 
one  respect,  and  that  is  in  the  quality  of  the  performance  once 
they're  here.   But  we  should  be  very  careful  not  to  be  elitist 
in  the  traditional  sense  of  excluding  many  people  so  that  they 
never  get  in,  which  is  true  of  the  minorities  both  racially  and 
in  other  aspects  of  our  society. 

To  me,  one  of  the  saddest  things  in  the  history  of 
California  is  the  fact  that  the  original  people --the  Indians, 
and  then  the  next  group,  the  Spanish -Americans- -were  excluded 
from  full  participation.   We  have  a  tremendous  social  imbalance 
to  correct  here.  That's  why  I'm  willing  to  make  some  slight 
adjustments  in  the  entrance  requirements  to  get  them  in,  and 
then  am  willing  to  work  a  little  harder  with  them  once  they're 
in.   But  we  must  at  some  point  insist  upon  quality  performance. 
Otherwise  we  do  not  aid  the  people  themselves,  if  they  can't 
compete  when  they  get  out  in  the  world. 

I'm  afraid  we're  going  to  have  a  super-elitist  approach 
taken,  to  think  of  the  University  as  a  very  select  group,  which 
would  exclude  some  people  from  participation.   This,  I  think,  is 
one  of  the  chief  things  that  I  think  of  most  in  relation  to  Earl 
Warren.  He  seems  to  have  had  a  very  strong  feeling  of  this  sort 
also.   After  all,  Earl  Warren  was  not  a  brilliant  man.  In  a 
highly  elitist  place  he  might  not  even  have  gotten  here  himself. 
He  was  a  C+  student,  I  would  judge --maybe  at  best  a  B  student, 
[laughter] 

Nathan:   That's  a  delightful  way  of  analyzing. 

Grether:  It's  true,  yes.   But  there's  a  solidity,  an  integrity.   The 

ability  is  there,  but  he  was  not  one  of  these  super- intellects. 
That's  one  of  the  aspects  of  my  relationship.   I'm  trying  to 
recall  if  there  are  any  others.   I'm  sure  there  are,  and  I'll 
think  about  this. 

Nathan:   We  can  easily  pick  it  up. 

Grether:  Yes.   Warren  had  a  certain  type  of  faith  in  the  workings  of 

democracy.  You  have  to  have;  otherwise  it's  not  worth  it.   To 
me,  by  the  way,  the  thing  that's  been  most  worthwhile,  I  think, 
in  my  total  experience  of  these  fifty  years  in  public  education, 
is  to  see  the  students  all  around  the  world  and  to  see  what 
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they're  do ing- -the  contributions  that  we  have  made  not  only  to 
this  country  but  to  many  countries  of  the  world.  Another  thing 
that  worries  me  is  that  we  might  become  too  exclusive  in  an 
international  sense,  because  the  University  of  California  has 
been  a  truly  international  institution.   It's  always  been  so.   1 
think  some  day  I  should  dig  out  the  roster  of  my  first  class 
when  I  was  a  teaching  fellow.   I  think  I  had  a  section  one  time 
of  twenty- two  students  with  eighteen  nationalities.   [laughter] 

Nathan :   Wonde r f ul . 

Grether:   This  has  been  the  essence  of  Berkeley.   It's  in  the  crossroads 
of  the  world.   There's  always  been  a  threat  by  some  people  who 
might  want  to  cut  it  back  to  a  provincial  institution.   You  know 
that  Warren's  stress  here  was  that  it  was  the  most  cosmopolitan 
state  in  the  union,  which  is  probably  true. 
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X  STEEL,  WATER,  AND  ECONOMIC  DEVELOPMENT  IN  CALIFORNIA 


Postwar  Steel  Study  for  the  Reconstruction  and  Reemployment 
Commission 

[Interview  6:  May  30,  1975 ]## 

Grether:   I'd  like,  if  you  do  not  mind,  to  return  to  the  study  of  the 

steel  and  the  steel -using  industries  of  California  and  look  at 
this- -not  merely  in  terms  of  a  piece  of  economic  analysis,  as  I 
mentioned  earlier,  when  I  had  to  go  around  over  my  areas  of 
research  and  writing- -but  in  terms  of  problems,  of  methodology, 
if  you  wish,  in  this  type  of  study.   It  has  bearings  upon  some 
further  discussions  I  think  are  important,  especially  when  we 
get  into  the  area  of  water  and  water  use  in  the  State  of 
California. 

As  mentioned  earlier,  the  steel  study  was,  from  my  point  of 
view,  one  of  my  most  important  contributions  to  the  State  of 
California.   I  donated  my  entire  sabbatical  year  at  the  end  of 
the  war  to  this  purpose.   The  problem  was  the  uncertainties  as 
to  the  industrial  outlook  and  employment  conditions  in  the 
state,  and  what  happened  in  the  steel  industry  would  have  been  a 
very  basic  consideration.   Therefore,  at  the  behest  of  the 
director  of  the  Reconstruction  and  Reemployment  Commission  I 
assembled  a  staff  and  worked  for  an  entire  year  plus,  finishing 
some  aspects  of  this  and  follow-up  later  on,  on  what  was  truly 
an  enormous  project. 

The  State  of  California  was  relatively  underdeveloped  in 
terms  of  heavy  industry,  and  especially  in  steel,  until  just 
before  and  during  the  war  period  when  the  West  benefited,  so  to 
speak,  from  two  major  developments,  both  under  government 
subsidy.   One  was  the  development  of  facilities  at  Geneva,  Utah, 
under  the  planning  and  direction  of  U.S.  Steel  but  subsidized  by 
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the  federal  government. 
Fontana- -under  Kaiser. 


The  other  was  in  Southern  California- - 


Nathan:   Were  these  steel-producing  facilities? 

Grether:   These  were  integrated  steel  plants  beginning  with  the  raw 

material  and  on  through  into  a  rolling  mill  and  so  on.   These 
were  the  first  such  in  the  Vest.   In  other  words,  we  had 
relatively  small,  inefficient  plants  based  upon  scrap,  or  we 
imported  entirely.  The  question  always  was,  "Is  a  major 
integrated  steel  industry  viable  in  the  Vest?"  There  were  two 
handicaps,  especially  for  California.   One  was  the  lack  of  both 
iron  ore  and  coal  in  the  state.  There  is  the  co-called  Eagle 
Mountain  holding  in  Southern  California  which  Kaiser  owns  and 
develops,  but  this  is  not  a  major  area.   But  there  is  coal  in 
Utah.   Therefore,  the  Geneva  installation  near  Utah's  coal  and 
also  near  iron  ore  resources  would  appear  to  be  a  more  viable 
installation  than  the  one  in  Southern  California. 

The  second  thing  is  the  size  of  the  market.   As  long  as 
California  and  the  West  were  relatively  underdeveloped,  the 
market  was  not  big  enough  to  support  such  installations.   But 
then,  as  the  California  market- -especially  in  Southern 
California- -increased  and  as  our  tempo  of  industrialization 
picked  up,  the  market  factor  began  to  provide  the  base  for 
taking  the  products  from  these  two  major  installations  and 
others . 

The  problem  of  the  steel  industry  study  was  to  look  at 
these  two  plants  and  subsidiary  industries  that  had  developed 
during  the  war,  and  then  put  them  in  the  perspective  of  the 
immediate  outlook  and  development,  to  see  whether  there  was  a 
basis  for  a  viable  steel  industry  in  California  and  the  West. 
This  report  was  called  The  Steel  and  Steel-Using  Industries  of 
California,  but  it  really  involved  the  seven  western  states, 
because  it's  impossible  to  look  at  California  separately  in  this 
type  of  context. 

Now,  here  is  a  very  difficult  problem:  How  does  one  make 
this  type  of  analysis?  By  the  way,  I  was  very  fortunate 
because,  as  I  mentioned  earlier,  I  had  the  aid  of  very  able 
people,  both  on  the  economics  side,  like  Professor  Robert  A. 
Gordon,  and  on  the  technical  side. 

Nathan:   Had  Governor  Warren  asked  you  to  undertake  this  study? 
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Grether:   No,  it  was  the  director  of  the  state  Reconstruction  Commission 

directly.   His  name  was  Alexander  Heron.   He  was  the  type  of  man 
that  Governor  Warren  was  able  to  attract  into  public  service. 

Now,  the  problem  is  to  put  the  basic  integrated  steel 
industry  into  its  full  economic  setting  in  California  and  the 
West  in  relation  to  this  country's  competing  facilities  and 
demand  factors,  into  the  international  picture.   This  is 
obviously  a  very  horrendous  problem,  but  I  think  we  succeeded 
relatively  well. 


Analvzine  Trends  and  Forecasting  Potentialities 


Grether:   There  are  two  aspects  to  this  type  of  analysis.   One  you  may 
call  the  general:   the  general  economic  developments,  the 
population  trends,  and  so  on  and  so  on,  that  you  can  handle 
often  in  terms  of  extrapolating  trends  and  interpreting  the 
general  movements . 

The  other,  and  much  more  difficult  (and  they  go  together), 
is  to  look  at  each  of  the  steel-using  industries  and  see  what 
the  likelihood  would  be  for  its  development  in  the  future. 
This,  of  course,  is  a  tremendously  complex  problem.   Yet  we 
succeeded  in  doing  some  of  this,  and  where  we  didn't  do  it,  we 
made  suggestions  for  further  work.   I'm  sure  a  lot  of  those  are 
picked  up  by  local  and  state  chambers  of  commerce  and  by  people 
investing  who  were  thinking  about  whether  or  not  it  would  be 
feasible  to  have  a  new  industry,  or  perhaps  a  branch  out  of  a 
firm  located  elsewhere,  serving  this  market. 

Now,  actually,  not  only  the  most  difficult  but  the  most 
interesting  aspect  of  this  is  the  endeavor  to  forecast  the 
potentialities  of  these  consuming  industries.   In  this 
connection,  we  used  the  device  of  a  so-called  "location 
quotient"  to  begin  with.   You'll  find  tables  galore  in  here 
[referring  to  volume]  in  which  this  measure  is  used.   What  this 
does  is  to  indicate  whether  the  industry,  as  of  this  time  period 
and  this  date,  was  up  to  the  average  or  below  average  in  terms 
of  the  proportionate  use  of  the  state's  labor  force.   This  was 
compared,  then,  to  the  state's  proportion  of  the  national  labor 
force . 

In  other  words,  if  location  quotient  was  1,  this  would  mean 
that  a  given  industry  had  reached  the  point  of  development  in 
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Nathan: 


Gr ether: 


the  state  comparable  to  the  state's  proportion  of  the  national 
labor  force.  This,  of  course,  was  merely  a  basis  for  beginning 
judgment.   But  anything  below  would  suggest  that  here  is  an 
opportunity  maybe  for  development.  Anything  above  would 
indicate  that  for  some  reason  this  is  an  industry  more  advanced 
than  the  average  for  the  state.   This  became  the  basis,  then, 
for  looking  into  certain  industries. 

If  you  looked  into  it  in  detail,  we'd  be  rewriting  this 
book.   It's  available  here.  At  the  end  of  the  book,  for 
example,  there  are  lists  of  products  suggested  for  manufacture 
in  California  based  upon  this  analysis,  classified  in  a  number 
of  different  ways  in  terms  of  the  potentialities  for 
development.   I'm  sure  this  sort  of  thing  was  useful  for 
national  firms,  local  firms,  chambers  of  commerce,  railways,  and 
all  others  interested  in  the  industrial  development. 

There  are  two  things  I  think  I'd  like  to  stress  here.   One 
is  the  importance  of  relating  what  you  may  call  grassroots  type 
of  analysis,  beginning  at  the  bottom,  to  general  extrapolation 
of  trends  like  population  trends.   This  was  attempted  here.   As 
a  matter  of  fact,  in  this  case,  as  has  been  true  of  California 
historically,  we  were  too  conservative.   We  hardly  had  the 
estimates  published  before  we  had  achieved  the  level  of 
development  that  we  thought  would  require  a  longer  time  period. 

In  other  words,  California  went  through  a  period  of 
industrialization  at  the  end  of  the  war  which  surprised  almost 
everyone,  as  you  look  back  upon  it  now.   This  is  very  important 
in  terms  of  looking  at  many  aspects  of  state  policy  in  contrast 
with  other  states,  and  especially  in  terms  of  utilization  of  the 
basic  resources  of  the  state,  as  well  as  the  creation  of  some  of 
the  problems  we've  had  in  terms  of  a  scarcity  of  resources  and 
air  pollution  and  so  on,  because  some  of  these  came  along  much 
more  rapidly  than  had  been  anticipated. 

In  any  event,  here  we  have,  then,  in  the  bounds  of  these 
hard  covers,  a  tremendous  collection  of  materials  dealing  with 
very  basic  industry,  and  industries  related  to  the  basic  steel 
industry  of  the  state. 

Has  such  a  study  been  done  with  respect  to  any  other  industry  in 
the  state,  to  your  knowledge? 

Oh,  yes.   For  instance,  the  Reconstruction  Commission  also  had 
studies  or  something  done  in  the  textile  field.   By  the  way, 
it's  a  very  interesting  problem  that,  although  California  has 
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cotton  production,  and  California  has  a  thriving  garment 
industry,  it's  never  had  a  textile  industry  to  bridge  the  gap. 
This  has  been  looked  at  a  number  of  times.  Yes,  there 've  been 
private  as  well  as  state -sponsored  studies  in  other  industries. 
I  think  this  is  probably  one  of  the  more  comprehensive. 

Nathan:   When  I  tried  to  at  least  scan  the  report,  I  was  almost 
overwhelmed  by  the  size  and  the  detail. 

Grether:  Yes.   The  detail  is  unbelievable.   By  the  way,  these  back-up 
materials  I  gave  to  the  University  Archives  when  we  moved  to 
this  building  [Barrows  Hall]  to  reduce  the  materials  [laughing] 
to  be  moved  over  here ,  and  there  is  quite  a  tremendous 
collection  of  back-up  materials  used  for  this  study. 


Private -Sector  Planning  and  Use  of  Information 


Grether:   To  answer  your  question,  many  industries  have  bookshelves- - 
almost  libraries --of  materials  available.  When  we  get  into 
water,  there  is  a  whole  library  now  on  the  use  of  water,  not 
only  in  the  state.   This  is  true  in  many  areas.   One  is  amazed 
at  the  amount  of  intelligence  and  research  effort  that  have  gone 
into  them.   In  addition  to  what  you  find  published,  some  of  the 
larger  firms  have  in  their  files  tremendous  collections.   In 
fact,  it's  always  been  amazing  to  me  to  see  how  much  some  firms 
will  spend  for  research. 

For  example ,  when  we  were  doing  this ,  I  had  an  advisory 
committee  from  the  leading  steel  companies.   I  found,  for 
example,  that  Columbia  Steel,  a  subsidiary  of  U.S.  Steel  in  this 
area  at  the  time,  and  to  some  extent  the  other  companies,  too, 
knew  more  about  their  customers  than  their  customers  knew  about 
themselves,  probably.   In  other  words,  on  any  actual  or 
potential  customer  they  had  tremendous  detailed  studies, 
updatings  of  information  to  aid  their  sales  force  and  also  to 
aid  them  in  planning  their  facilities.   So  there  is  an  enormous 
amount  of  private  planning  of  this  sort  going  on,  based  upon 
careful  collections  updated  by  the  firms  and  trade  associations 
able  to  do  this  type  of  analysis. 

Nathan:   This  sort  of  private  in-depth  analysis,  then,  is  not  shared;  it 
is  held  by  the  firm  that  paid  for  it? 
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Grether:  That's  right;  that's  right,  unless  there's  a  trade  association. 
The  trade  associations  have  great  difficulty  in  this  area, 
because  they  can  do  some  things  freely,  but  anything  that 
suggests  that  it  may  be  used  as  a  basis  for  group  action 
affecting  the  amount  produced  or  the  price  of  what's  produced 
suggests  a  violation  of  the  antitrust  laws.   So  they  have  a 
tenuous  area  that  they've  got  to  be  vary  careful  about.   Trade 
associations  can  collect  basic  data,  they  can  provide  technical 
assistance  and  so  on  and  so  on,  but  they've  got  to  be  very,  very 
careful  when  it  gets  into  anything  that  might  assist  the  members 
to  plan  production  as  a  unit  or  plan  pricing  as  a  unit  (and 
we'll  get  into  some  of  that  if  we  advance  into  some  of  these 
other  areas) . 

To  illustrate,  I  have  brought  with  me  an  example  of  a  study 
on  Northern  California  Water  Industry,  by  Professor  Joe  S.  Bain, 
Richard  Caves,  and  Julius  Margoles.   This  was  financed  by 
Resources  for  the  Future,  Incorporated,  which  is  the 
organization  President  Hitch  will  now  head  in  Washington,  D.C. 
It  represents  probably  one  of  the  most  comprehensive  attempts  to 
look  at  this  in  terms  of  an  academic  analysis,  employing  the  so- 
called  market  structure  analysis  which  was  developed  in  the 
field  of  industrial  organization. 

Nathan:   What  is  the  date  on  that? 
Grether:  Nineteen  sixty-six. 

Nathan:   This  sort  of  material  that  you're  showing  me  in  this  book, 

Northern  California's  Water  Industry,  and  the  steel  study,  of 
course  make  the  material  public.   So  that's  the  difference? 

Grether:  That's  right;  these  are  public  materials.   The  other  public 

materials- -when  we  get  into  water,  I'll  get  into  this  published 
material.   This  [referring  to  volume]  was  published  by  a  state 
agency;  that  becomes  public  material  also.   But  always  there  is 
material  in  the  files  of  corporations.   In  fact,  I  think  some  of 
the  best  work  I've  done  has  been  buried  that  way,  where  I  was 
asked  to  look  at  a  problem  for  a  corporation,  and  where  I've  had 
good  help  and  was  able  to  develop  a  report  which  was  theirs  and 
which  they  used,  then,  for  their  own  internal  policy  and 
decision-making.   That's  true  of  government  also.   There  are 
reports  buried  in  the  files  of  Washington.   (Later  on  we'll 
refer  to  one  or  two  of  those.) 

Nathan:   Right.   Then  you  have  no  further  rights  in  the  study  once  you've 
made  it  on  behalf  of  a  client? 
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Grether:  That's  right.  Just  to  illustrate  this,  for  a  number  of  years 
during  the  rapid  growth  period  in  the  Safeway  Company,  I  was 
used  to  look  at  special  problems  by  them,  in  collaboration  with 
Professor  Ralph  Cassady,  Jr. ,  of  UCLA.  Ve  did  a  number  of 
research  reports  that  I'm  sure  were  very  important  in  affecting 
the  policy  of  this  company.  One  of  them,  especially,  later  on  I 
wanted  published  because  I  liked  it  so  well,  but  they  said,  "No, 
we  need  this  for  some  pending  legal  action,"  which  was  okay 
because  it  had  been  done  for  them.   But  so  far  as  I'm  concerned, 
in  all  those  cases  I  learned  a  lot  myself  that  was  then 
channeled  back  into  teaching  or  into  other  research  that  entered 
the  public  area. 

So  much  for  steel,  unless  you  have  some  further  questions. 


Steel  Study,  the  Automobile  Industry,  and  Branch- Plant 
Development 


Nathan:   Can  you  trace  any  of  the  consequences  of  this  study?   I  was 
thinking  of  the  automobile  industries  moving  into  the  state. 
It's  a  big  question,  but  I  wondered  whether  there  might  be  any 
specifics  you  could  trace. 

Grether:   Yes.   This  is  a  very  good  example.   I  had  a  Ph.D.  thesis  written 
under  my  direction  during  this  period  by  a  man  named  Andrew 
Trice,  dealing  with  branch-plant  developments.   During  that 
period,  sometimes  I  spoke  of  California  as  a  branch-plant 
empire,  because  much  of  the  industrial  development  of  this  state 
came  not  from  local  capital  development  but  from  large  national 
firms  coming  in  with  branch  plants.   Once  the  market  got  big 
enough,  they'd  have  to  decide  at  what  point  it's  worthwhile 
having  a  plant  here  as  opposed  to  shipping.   Many  national 
firms,  of  course,  have  operations  in  the  state. 

The  automobile  industry  was  always  a  target  for  the  people 
in  the  field  of  industrial  development  because  the  cars  were 
either  shipped  by  railroad  or  were  trucked  in  caravans  from 
Detroit  or  other  production  areas.   The  reason  was  that  a  car 
could  be  put  together  there  and  transported  here  at  lower 
delivery  cost  than  having  them  assembled  here.   But  as  time 
passed,  especially  as  components  became  available  form  local 
sources,  the  leading  manufacturers  established  local  assembly 
plants.   There  was  always  a  tremendous  amount  of  analysis  and 
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discussion  going  on  at  the  level  of  people  in  the  field  of 
industrial  development  trying  to  convince  the  manufacturers  that 
there  were  enough  components  available  at  the  appropriate  price 
level  to  allow  them  to  have  assembly  plants  out  here.  At  some 
point,  this  turned  out  to  be  the  appropriate  thing  for  people 
like  General  Motors  and  Ford  to  do.   So  if  you  drive  from  here 
to  San  Jose,  you'll  see  a  General  Motors  as  well  as  a  Ford 
assembly  plant.  This  is  true  of  many  manufacturers. 

This,  in  a  sense,  also  reflected  the  industrialization  of 
California- -that  we  were  able  to  have  people  here,  using,  by  the 
way,  what  they  got  from  the  steel  industry,  to  make  the 
components  that  could  then  be  assembled  into  a  car. 

So  California  is,  in  a  very  real  sense,  a  branch-plant 
empire.   This  is  part  of  the  problem  of  analysis. 


Creation  and  Losses  of  Local  Firms 


Grether:  At  the  same  time,  there  are  local  firms  here  who  began  here  and 
moved  out  into  other  states.   It's  worked  both  ways. 

Nathan:   Was  Bechtel  a  local  firm? 

Grether:  Yes.  These  are  local  people.  Now  they  are  international,  but 
their  base  is  San  Francisco.  The  FMC  Corporation  in  San  Jose, 
which  was  a  little  firm  making  agricultural  spraying  and  other 
equipment  for  raising  beans  in  the  State  of  California,  now  is 
an  international  corporation  making  a  whole  variety  or  panoply 
of  products.  Levi  Strauss  is  local,  and  so  on. 

There  have  also  been  some  casualties.   (You've  started  me 
off  on  something  rather  interesting.)  For  example,  California's 
soil  and  irrigation  require  certain  types  of  agricultural 
equipment  that  were  unique  for  a  period,  and  these  were  made 
here.   The  Caterpillar  Tractor  Company:   to  begin  with,  its 
predecessor  was  located  in  Stockton,  making  agricultural 
implements  of  this  highly  specialized  sort  for  California 
agriculture.   (Incidentally,  if  you  look  at  this  little  volume 
[on  steel],  I  point  out  that  the  engineers  on  the  Davis  campus 
of  the  University  performed  a  very  fine  service  for  the 
agricultural  interests  of  the  State  of  California  by  helping 
develop  highly  specialized  agricultural  equipment  for  the 
various  soil  conditions  and  crop  conditions.   California  raises 
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practically  every  known  crop,  so  there's  a  need  for  all  sorts  of 
specialized  equipment  for  various  purposes.  The  Davis  campus 
has  played  a  very  significant  role. 

To  go  back  to  where  I  started,  an  operation  beginning  in 
Stockton,  which  then  moved  to  Oakland,  became  the  Caterpillar 
Tractor  Company.   But  as  time  passed,  this  type  of  equipment, 
developed  in  California,  had  general  use  throughout  the  country. 
Farming  became  capital  intensive  using  this  type  of  equipment, 
not  merely  in  California  but  also  throughout  the  world. 

A  problem  then  arose:   Vere  Oakland  and  Stockton  good 
location  points?  It  was  decided  by  Caterpillar,  at  least,  no. 
So  they  moved  their  headquarters  to  Peoria,  because  there 
they're  more  nearly  the  center  of  the  market.   But  also,  the 
components  that  they  need  are  more  accessible  from  the  sources 
of  supply  in  the  middle  western  area  especially.   So  that  was  a 
casualty  for  the  State  of  California,  although  the  pioneering 
work  was  done  out  here . 


Freight  Rates 


Gr ether:   Do  you  have  any  other  questions? 

Nathan:   One  that  may  or  may  not  interest  you.   Over  the  years  we've 

heard  so  much  about  freight  rate  differentials  in  California. 
It's  partly  a  locational  problem,  partly  a  policy  problem,  I 
gather,  of  freight  handlers? 

Grether:   Oh,  yes.   You'll  find  a  chapter  in  this  steel  study- -Chapter 

Five:   "Freight  Rates  and  Freight  Costs  on  Steel  and  Steel-Using 
Products."  This,  by  the  way,  was  handled  by  Gordon  Tyndall,  who 
was  on  our  faculty  at  the  time,  and  who  is  now  a  vice  president 
of  the  University  of  Alberta  in  Canada.   (Gordon  also  headed  our 
retirement  system  during  its  first  early  phase.) 

This  has  been  something  very  interesting  to  watch  in 
California,  and  fortunately  we  had  one  very  able  scholar,  among 
others,  in  this  field- -Professor  Stuart  Daggett.   There's  a 
whole  shelf  of  materials  up  here  on  that  [gesturing  to  office 
shelves].   You  see,  the  problem  is  this:   California,  in  its 
early  phase,  was  an  agricultural  and  raw  material  producing 
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area.   It  wanted,  therefore,  to  have  favorable  rates  out  to 
export  Its  agricultural  products.  At  the  same  time,  of  course, 
it  would  like  to  have  had  favorable  rates  in  for  manufactured 
goods.   It  wanted  to  get,  you  see,  markets  for  its  own  products 
and  then  have  easy  access  to  the  semi-manufactured  goods  that  it 
had  to  import. 

Therefore  there  was  always  enormous  jockeying  at  the  level 
of  the  state  Chamber  of  Commerce,  local  chambers  of  commerce, 
railway  systems,  and  so  on  and  so  on,  in  this  area. 

(I  think  I  may  have  mentioned  this  earlier;  if  not,  I  want 
to  put  it  in  the  record  now.)  One  of  the  most  complex 
structures  of  this  country  are  commodity  freight- rate 
structures,  because  they  do  not  follow  distance  cost  principles. 
They  are  the  results  of  political  jockeying  over  the  years  by 
special  interests  who  want,  in  one  case,  to  be  able  to  ship 
their  products  out  competitively,  and  in  another  case  to  be  able 
to  import  the  supplies  they  need  on  a  favorable  basis. 

I  have  a  very  strong  feeling  about  this,  that  one  reason 
the  coal  industry  got  to  be  a  sick  industry  in  the  East  and 
Middle  West  was  because  of  this  factor  —  that  outlying  mines  were 
brought  into  production  much  too  early  because  of  the  efforts  of 
local  producers  wanting  to  get  access  to  the  big  markets.   So 
they  were  given  favorable  freight-rate  structures. 

This  is  an  area  that's  so  complex  there  really  are  very  few 
experts  or  specialists  in  it.   Daggett  was  one.   John  Carter, 
who's  still  on  our  faculty,  or  was  for  a  while--!  suspect  he  is 
to  some  extent.   It's  a  very  important  area  in  terms  of  the 
development  of  basic  industries  where  freight  costs  are  a  high 
percentage  of  the  cost  of  the  final  product,  like  in  the  steel 
industries,  the  cement  industries,  and  so  on. 

Always,  in  these  cases,  the  geographical  price  structures 
become  related  to  the  freight-rate  structures,  and  you  have  to 
analyze  the  two  together  to  analyze  competition.   I  have  done  a 
great  deal  in  this  area,  in  terms  of  teaching  as  well  as  in 
research.   In  industries  like  cement  and  steel,  or  anything 
where  there's  a  relatively  low  specified  value,  almost  always 
the  geographical  pricing  structures  involve  a  basing  point  or 
some  other  delivered  pricing  system  that  relates,  then,  back  to 
the  commodity  freight- rate  structure  involved.   One  must  analyze 
both  of  them  in  order  to  understand  both  the  pricing  and  the 
nature  of  competition  in  these  industries. 
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Oil  as  a  Cheap  Energy  Base 


Nathan:   That's  helpful.   In  terms  of  the  kinds  of  energy  needed  in 
industry,  I  think  you  mentioned  earlier  that  coal  isn't 
really  found  in  California.   Is  energy  unusually  expensive 
in  California? 

Grether:   No.   The  only  reason  that  California  was  able  to  move 

forward  was  the  discovery  of  oil,  which  gave  it  a  cheap 
energy  base.   That's  what  made  California  take  off 
industrially,  by  the  same  token  as  we  now  have  gone  on  an 
import  basis.   Those  energy  costs  are  higher  than  they  were 
at  one  time,  but  it  was  the  oil  wells,  especially  in 
Southern  California  and  the  Bakersfield  area,  that  gave 
California  the  energy  base  for  the  kind  of  industrialization 
that  occurred  here.  The  market  was  here,  up  to  a  point, 
because  of  the  amenities  and  pleasant  living  in  California. 
But  we  lacked  an  energy  base . 

Coal,  for  example,  for  Fontana,  has  to  be  imported  from 
Utah;  that's  a  long  haul.   Along  with  the  oil  we  had,  of 
course,  natural  gas.   But  now  these  are  being  imported 
pretty  heavily  into  the  state  as  well  as  the  country.   It's 
hard  to  realize  that  at  one  stage  California  was  an  exporter 
of  petroleum.   In  the  meantime,  the  internal  demands  got  to 
be  so  high  that  we  are  on  that  import  basis  now.   I  can't 
give  you  the  figures,  but  there's  been  a  reversal  of  a 
situation  here.   All  these  things  that  I  used  to  study 
twenty- five,  thirty,  forty  years  ago  have  to  some  extent 
reversed  themselves. 

Nathan:   A  reversal  in  twenty-five  years. 

Grether:   It's  hard  for  people  in  California  to  understand  what 

happened  to  this  state  in  the  postwar  period  when  it  really 
took  off.   As  I  say,  during  that  period  I  was  chairman  of 
the  state  Chamber  of  Commerce  committee  in  this  area,  so  I 
was  able  to  see  it  month  by  month  and  to  observe  it.   And 
yet,  you  know,  we  have  to  be  careful  here. 

Two  weeks  ago  I  was  going  East  to  a  symposium  at  the 
University  of  Illinois,  and  I  was  accompanied  by 
Professor  Masahiro  Hatori  from  Japan,  who  was  reading  one  of 
the  papers  at  this  symposium.   I  had  him  sit  by  the  window. 
As  we  flew  across  the  country,  he'd  remark  time  and  again, 
"Oh,  the  United  States  has  such  a  great  potential." 
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[laughter]   I  knew  what  was  going  on  in  his  mind  when  he  saw 
all  this  open  land.   Japan,  as  of  now,  has  123  million 
people  in  approximately  the  same  land  mass  as  the  State  of 
California;  we  have  20-some  million  people.   They  have  five 
or  six  times  as  many  people,  and  it's  poorer  land  than  we 
have.  The  United  States  does  have  an  enormous  potential, 
but  this  energy  problem  is  a  very  key  problem.   You  have  to 
have  a  low-cost  energy  basis  for  certain  types  of 
development.   This  was  California's  good  fortune;  it  found 
oil,  in  the  absence  of  coal,  as  a  bulk  energy  source  or 
base . 

Take  California's  agriculture.   It's  still  a  big 
industry.   We're  no  longer  so  dependent  as  we  were  at  one 
time  upon  agriculture.   It  doesn't  play  the  same  role  any 
more  in  terms  of  worries  about  freight-rate  structures  and 
other  aspects  of  economic  development. 


Water:   Ohio  and  Colorado 


Grether:   I  think,  if  it's  agreeable,  we'll  look  a  bit  at  water  now. 
We've  talked  about  steel,  and  water  is  even  more  basic  than 
steel. 

Perhaps  I  should  indicate  how  I  became  educated  as  to 
water.   I  was  born  in  the  State  of  Ohio.  For  a  while  I  lived 
in  Sandusky,  Ohio,  on  Lake  Erie.   Also,  the  year  before  we 
migrated  from  Ohio  to  Colorado  because  of  my  father's 
health,  Ohio  enjoyed  the  biggest  flood  of  its  history.  At 
that  time  we  lived  in  a  little  town  below  Marion,  Ohio,  and 
even  the  tiny  creeks  became  rivers --an  enormous  flood 
catastrophe.   I  mention  this  because,  in  other  words,  during 
my  first  thirteen  or  fourteen  years  I  lived  in  a  country 
where  water  was  taken  for  granted.   It  fell  from  the  sky 
[laughter]  or  it  was  available  in  rivers  and  lakes. 

Then  we  migrated  to  Colorado.   But  the  arrival  was  a 
little  unusual  because  we  arrived  on  the  first  train 
following  the  greatest  snowfall  Colorado  has  ever  had- -four 
feet  of  snow  on  the  level- -with  my  father  sick  with 
tuberculosis  and  one  sister  sick.   But  anyway,  that's  just 
by  the  point. 
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In  Colorado  I  began  learning  about  water,  because  we 
lived  in  Love land,  which  is  an  irrigated  area,  and  not  very 
far  to  the  East  are  the  great  dry  plains.   1  soon  discovered 
that  whether  you've  got  green  flourishing  agriculture,  or 
whether  you've  got  dry  land  with  highly  risky  farming, 
depends  upon  the  conservation  and  allocation  and  use  of  the 
water.   Of  course,  Colorado  has  enormous  water  projects  and 
continues  to  develop  those  projects.  That  whole  area  on  the 
eastern  slopes  depends  entirely  upon  the  storage  and  use  of 
the  water. 


Water:   California  and  Montana 


Grether:   When  I  came  to  California  the  first  time,  I  came  by  train  in 
1922  to  be  a  graduate  student  and  teaching  fellow  in 
economics.   It  was  my  first  crossing  of  the  desert  in  Utah 
and  Nevada.   As  a  matter  of  fact,  I  went  down  to  Los  Angeles 
in  order  to  get  the  full  view. 

I  well  recall,  as  we  were  going  through  the  Utah  desert, 
there  was  an  Iowa  farmer  on  the  train.   He  looked  out  of  the 
window,  and  I  heard  him  say,  "I  wouldn't  give  ten  cents  for 
the  whole  country."  This  was  a  farmer  who  was  accustomed  to 
also  having  water  fall  from  the  sky  in  sufficient  abundance 
to  provide  for  agricultural  and  other  purposes. 

Ever  since  then,  of  course,  I've  lived  in  an  environment 
where  I  became  increasingly  aware  of  the  problems  of  water 
as  a  basic  resource  that  had  to  be  conserved,  allocated, 
protected,  defended,  or  whatnot,  not  only  in  California  but, 
during  the  past  almost  fifty  years  now,  in  Montana  because 
of  my  wife  coming  down  from  Montana.   She  eventually 
inherited  a  livestock  ranch  up  there  where  water  is  of  the 
essence.   There's  a  creek,  for  example,  that  comes  down  the 
canyon  into  our  ranch;  there  are  eight  water  rights.  Her 
father  had  owned  and  passed  down  to  her  the  first  seven  of 
those  rights.  That's  what  makes  the  ranch—those  water 
rights.   Without  them,  there  would  be  very  little 
opportunity  for  anything  except  a  grazing  operation. 
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Water  Use  and  Conservation 


Grether:   But  also,  over  the  years,  the  use  of  water  in  Montana  and 
California  and  in  general  has  changed.   Recently  [1975]  I 
sent  to  the  tenant  of  our  ranch  some  articles  I  picked  up 
about  a  new  development  down  in  San  Diego  County,  where  they 
are  using  a  so-called  drip  water  irrigation  system  which 
they  learned  from  Israel. 

Under  this  system,  water  is  pumped  and  controlled  on  a 
drip  rather  than  a  flow  basis  to  the  roots,  for  example,  of 
trees.  You  can  take  bare  hillsides  that  are  almost 
worthless  and  plant  avocado  trees  and,  by  this  controlled 
drip  method,  turn  them  into  $10  thousand  an  acre  productive 
soils.   This  in  a  sense  epitomizes  the  problem  of  water. 
That  is,  as  population  increases  and  as  water  demands 
increase,  it's  exceedingly  important  to  conserve  the  use  of 
water. 

On  our  ranch  in  Montana  we've  moved  away  from  flood 
irrigation  to  sprinkler  irrigation,  because  sprinkler 
irrigation  is  so  much  more  efficient.   It  takes  more 
capital,  but  it  takes  only  about  15  percent  of  the  water  to 
get  results.   So  you  spread  your  water  over  a  much  wider 
area.   The  whole  Bitterroot  Valley,  from  which  my  wife  came, 
is  getting  to  be  on  a  sprinkler  basis  because  of  its  much 
greater  efficiency.   If  this  drip  thing  has  potential  for 
agricultural  purposes,  then  it  provides  a  much  more 
effective  use  of  a  very  limited  water  resource. 

Now,  unless  you've  lived  this  as  we  have,  I  don't  think 
one  really  understands  what  this  is  all  about.   I  mean  this. 
For  example,  you  go  into  California's  history,  and  in 
Montana:   Since  water  is  the  life-blood- -it  literally  is-- 
people  who  have  the  water  can  raise  their  crops;  people  who 
don't  have  it  are  out  of  business.   There  are  enormous 
controversies,  conflicts,  killings  and  shootings,  and  all 
this;  this  is  part  of  the  way  of  life.   If  I  went  into  my 
wife's  family  history,  I  could  illustrate,  in  terms  of  their 
experiences.   This  also  has  been  true  of  California- -that 
those  who  got  there  first  appropriated  the  water, 
appropriated  a  resource  which  they  then  had  control  of, 
under  the  so-called  riparian  rights --living  beside  the 
stream  or  the  stream  coming  from  their  property. 
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Water  Rights 


Grether:  Water  rights  are  one  of  the  most  complex  areas  of  lav  in 
terms  of  conflicts  and  the  problems  involved.   There  are 
some  very  fine  specialists  in  this  area  in  the  western 
states  because  of  continuing  conflicts.  And  these  are  going 
to  increase.   For  example,  the  State  of  Montana  has  enacted 
a  new  water  law  which  seems  to  threaten  some  of  the  existing 
rights.  Right  away,  our  tenant  on  our  ranch  in  Montana  is 
getting  worried—are  the  water  rights  that  we  own  going  to 
be  threatened?  It's  very  likely  true  that  there'll  be  some 
changes  because  of  increasing  public  interest.   This  is 
merely  by  way  of  background  to  indicate  that  I  have  a 
personal  as  well  as  other  basis  for  interest. 

The  Central  Valley  of  the  State  of  California,  of 
course ,  represents  a  marvelous  example  of  what  can  be  done 
with  water  allocated  and  used,  and  also  a  marvelous  example 
of  the  conflicts  that  arise  in  this  area.   In  the  1940s 
sometime,  I  served  on  two  federal  committees  in  this  area 
dealing  with  water  problems  in  the  Central  Valley.   So  far  I 
have  not  been  able  to  find  these  reports,  but  I'm  sure 
they'll  turn  up.   I  just  wanted  to  mention  that  I  did  have 
this  formal  participation  in  the  problems  of  analysis  in 
this  area,  by  way  of  background  to  what  I  want  to  talk  about 
further. 

As  everybody  in  this  state  knows,  in  recent  years  the 
chief  conflicts  and  differences  in  the  state  have  had  to  do 
with  the  exporting  of  Northern  California  water  to  the 
southern  part  of  the  state.   Some  of  our  water  stored,  say, 
in  our  reservoirs  is  now  flowing  to  the  southern  part  of  the 
state.   I  had  a  small  role  in  all  of  this  which  may  be  worth 
noting.   I  was  a  consultant  to  the  water  project  operated  by 
the  Director  of  Water  Resources,  a  research  project  located 
in  Glendale ,  which  involved  a  very  fine  group  of  people , 
chiefly  engineers,  who  did  the  basic  studies  that  finally 
led  to  the  flow  of  water  into  Southern  California.   Now, 
obviously,  I'm  not  an  engineer,  so  I  would  have  nothing  to 
do  with  this. 

I  was  brought  into  this  study  in  terms  of  my  work  as  an 
economist  and  my  knowledge  of  the  industrial  development  of 
the  state,  both  in  the  state  Chamber  of  Commerce  as  well  as 
in  the  steel  study,  and  so  on.   I  have  with  me,  for  example, 
one  of  the  reports  issued  by  this  agency  during  a  period 
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when  [Pat]  Brown  was  governor  and  Harvey  0.  Banks  was 
director.  This  is  dated  March,  1960.   It's  called 
Bulletin  #78.  dealing  with  the  Feather  River  and  Delta 
Diversion  Projects.   This  had  to  do  with  the  investigation 
of  alternative  aqueduct  systems  to  serve  Southern 
California. 

a 

Nathan:   At  our  break,  I  was  marveling  at  how  you  always  manage  to  be 
on  the  hottest  issues  at  the  hottest  spot.   I  wondered  how 
you  manage  that. 

Grether:   I  have  a  view  with  respect  to  that.   I  think  in  the  kind  of 
world  in  which  we  are  now,  and  in  which  I've  lived  all  my 
adult  life,  there's  no  end,  really,  of  hot  issues.   If  one 
tries  to  avoid  them,  then  I  think  you  just  pull  into  your 
own  little  hole  or  cave  someplace,  and  that's  it.   My 
feeling  is--this  has  been  my  practice- -that  rather  than 
avoid  them  I  would  go  into  them  on  a  research  basis  and  try 
to  establish  the  facts,  and  also,  in  reporting  results,  I 
would  be  careful  not  to  use  loaded  words. 

In  other  words,  I  consider  that  my  approach  should  be 
that  of  the  university  research  scholar  whose  job  it  is  to 
assemble  the  evidence  and  to  interpret  that  evidence  in  as 
objective  a  manner  as  possible.   I  consider  that  I  was  not 
an  advocate;  I  think  this  is  very  important.   I  have  always 
been  willing  to  assemble  the  evidence,  present  my  views  in 
terms  of  the  evidence;  but  I  was  not  on  the  stump.   I  think 
this  is  one  reason  I've  gotten  along  so  well,  been  able 
usually  to  command  the  respect  of  people  on  both  sides. 
This  is  not  easy. 

For  years,  for  example,  when  I  was  doing  research  in  the 
fair  trade  field,  once  my  results  began  coming  in  I  lost 
some  friends  because  they  wanted  me  to  speak  on  their  side, 
but  that  was  not  my  job. 


Consultine  on  Southern  California's  Need  for  Water 


Grether:   On  the  water  thing,  this  is  exactly  true.   There  could  be 

nothing  more  explosive  or  with  higher  emotional  content  than 
water.   My  job  as  consultant  in  this  particular  area  was 
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with  respect  to  one  issue:  does  Southern  California- -or  did 
it  then,  and  in  the  future  will  it—need  additional  water? 
Our  problem  was  not  whether  that  water  should  come  from 
Northern  California;  somebody  else  would  decide.  But  is 
there  basis  in  the  current  and  projected  demand  for  water  in 
Southern  California  for  additional  supplies  not  available 
from  the  present  sources  of  supply? 

I'd  had  a  long  background,  like  in  the  steel  industry 
situation  and  in  other  work,  analyzing  the  economic 
development  of  California  and  the  Vest.   So  presumably  my 
judgment  would  have  some  significance.   The  people  working 
on  this  project  had  to  go  through  the  same  type  of  analysis 
that  we  did  on  the  steel  industry.  They  projected  the 
population  trends  for  California  and  for  the  counties  in 
Southern  California.   They  related  those  to  national  trends, 
and  therefore  developed  population  projections  along  those 
lines. 

But  that  is  not  enough,  because  the  amount  of  water 
required  for  various  purposes  has  an  enormous  range  of 
variation.   Water  for  agriculture  requires  a  lot  of  water, 
especially  if  you  use  the  wasteful  flood  irrigation  system- - 
spreading  it  on  the  top  of  the  land,  which  has  been  the 
practice  in  California.   Water  for  residential  purposes  is 
obviously  a  very  big  area  of  demand  in  Southern  California, 
with  its  increasing  population.  Water  for  industrial  uses 
is  quite  another  problem,  because  this  is  highly  variable. 
For  some  purposes  it  takes  an  enormous  amount  of  water,  but 
then  sometimes  there's  a  possibility  of  re-use;  they  can 
purify  the  water  and  perhaps  return  it  into  use  again. 
Water  for  disposal  purposes,  for  sewage  and  waste 
treatment- -again,  a  nice  problem.   It  was  an  historical 
practice  to  discharge  anything  to  the  sea,  with  the 
attendant  problems  of  pollution  along  the  seashore.   There 
again  there's  a  possibility  of  re -use,  which  is  coming 
along.   In  other  words,  here's  an  area  chock-full  of  all 
sorts  of  problems  where  it  takes  a  specialist.   Those 
individuals  and  those  companies  dealing  in  this  area  have 
been  coming  along,  and  there  is  a  whole  variety  of 
industries  in  the  area  trying  to  grapple  with  the  various 
problems. 

The  problem  that  I  and  the  other  consultants  had  in  this 
particular  aspect  of  the  project  was  not  that;  it  was 
merely,  does  the  projected  demand  for  population  and 
industrial  and  other  purposes  in  Southern  California  require 
additional  water?   It  was  not  really  too  difficult  to 
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discover  that  there  is  a  need,  but  the  problem  was  the  size 
of  that  need. 

Here's  why  it  took  both  types  of  analysis.  You  project 
the  population  trends  in  terms  of  the  national  trends,  and 
then  look  at  the  various  demands  in  terms  of  various  types 
of  uses  and  try  to  project  those.   That's  what  this  study 
and  other  studies  did,  and  came  up  therefore  with  three 
levels  of  forecasting:   lower,  middle,  and  higher  ranges  of 
forecasting.   These  projections  (and  1  don't  think  it's 
necessary  to  put  them  into  the  record  here)  go  up  to  the 
year  2020.   That's  a  very  difficult  forecast. 

But  obviously,  if  you're  going  to  put  in  enormously 
costly  facilities  costing  hundreds  and  millions  and  billions 
of  dollars  to  divert  water,  you'd  better  know  whether 
there's  going  to  be  a  need  for  this  water  before  you  start. 
This  was  the  basic  problem. 

Nathan:    Isn't  this  especially  difficult  if  there  are  various 

unknowns,  and  the  farther  you  project,  the  less  accurate -- 
presumably- -your  projections  will  be? 

Grether:  Yes.   If  you  take  the  highest  projection  here,  as  I  recall 

it--and  we  can  look  at  it  here  [referring  to  report],  at  the 
year  2020  we'd  have  in  terms  of  one  forecast  approximately 
60  million  people  in  the  State  of  California.   Here's  the 
basic  map;  let's  see- -it  goes  up  here  to- -yes,  and  these 
cross  lines  here.   Yes,  just  around  60  million  people.   Then 
there's  a  medium  and  a  lower  forecast.   This  is  done  also 
for  the  Southern  California  counties.   By  the  way,  taking 
just  the  nine  Southern  California  counties,  they  would  have 
a  little  over  half  of  the  population  of  the  state,  if  they 
follow  the  present  projections. 

My  view  on  this  has  always  been  that  there  would  be  a 
corrective  between  the  North  and  the  South.   That  is,  that 
the  Southern  California  counties  took  off --why?  Because  oil 
was  discovered  there,  and  the  amenities  of  living  are  better 
there;  it's  a  milder  climate,  and  there's  a  certain  halo 
effect  and  romance  there.   But  I  thought  that  eventually 
there  would  be  a  compensatory  development  in  Central  and 
Northern  California,  and  that  is  beginning  to  show  itself 
already.   But  even  so,  you  could  not  deny  the  forces  at  work 
in  Southern  California;  that  is,  people  were  coming  there  in 
large  numbers  and  industry  was  developing  there  (there's  a 
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tremendous  industrial  complex) ,  and  it  did  have  the  oil 
base. 


Statement  to  the  California  Water  Commission  (1958) 


Grether:   So  in  terms  of  what  I  did,  I  have  a  statement  here  (which, 
if  it  seems  at  all  interesting,  eventually  could  be  put  in 
the  record,  but  I'll  go  through  it  a  bit  now).   I  made  a 
general  statement  before  the  California  Water  Commission  on 
December  5,  1958,  in  which  I  qualify  myself,  indicate  that 
this  was  entirely  my  own  statement,  that  1  had  become 
acquainted  with  this  group  of  people- -the  staff  working  on 
this  project- -and  that  I  was  confident  they  were  technically 
competent.   They  had  done  an  excellent  job  of  analysis  in 
this  area. 

Then  I  noted  the  sort  of  problems  I  mentioned  here:   the 
problems  of  difficulty  of  forecasting  population  growth  and 
industrial  expansion.   I  mentioned  that  I  had  gone  through 
this  type  of  analysis  in  the  steel  study,  and  that  there 
we'd  been  too  conservative.   We  had  the  same  problem;  once 
you  get  into  the  forecasted  period,  then  with  hindsight 
you're  better  off,  but  we  have  this  very  difficult  problem. 

The  estimates  made  here  were  made  carefully,  using  the 
dual  approach- -forecasting  population  trends  and  then 
looking  at  the  use  trends  in  various  types  of  residential, 
agricultural,  industrial,  and  so  on,  use.   When  you  put  the 
analyses  together  from  both  points  of  view,  what  you 
apparently  come  out  with- -at  least  that  was  my  conclusion- - 
was  something  at  about  the  middle  level  of  the  forecasted 
population  trends.   This  seemed  like  a  reasonable  forecast. 

I've  noted,  too,  that  others  agreed  with  the  view  that 
I've  been  taking.   That  is,  that  there 'd  be  some  slow-down 
in  development  in  Southern  California  because  of  congestion 
and  air  pollution  and  other  problems,  and  that  if  the  water 
supply  aspect  were  not  met,  this  would  be  in  itself  the 
basis  for  a  very  substantial  slow-down.   So  water  was  really 
a  critical  element. 

I  made  reference  to  the  land- use  problem,  that  there's  a 
limited  land  area  in  those  nine  counties.   But  highly 
specialized  analysis  would  suggest  that  there  is  enough  land 


226 


for  the  kind  of  population  growth  depicted  here,  and  that 
the  chief  limiting  factor  could  be  the  water  supply,  and 
that's  what  this  project  was  all  about.  That  was  a  matter 
of  state  policy  that  had  to  be  resolved. 

I  mentioned  this  problem  of  the  amenities --air 
pollution,  the  provision  of  basic  community  services  and 
facilities,  the  problem  of  congestion,  highway  and 
transportation  facilities,  schools,  sewage  disposal,  and  so 
on;  these  are  all  I  mention.   1  said,  "But  in  making  this 
type  of  analysis,  one  should  realize  that  California  is  not 
unique;  every  other  industrial  area  in  the  United  States  has 
similar  problems,  plus  one  thing  that's  decidedly  different: 
California  maximizes  the  amenities  of  pleasant  living,  so 
people  insist  on  coming  to  California.   If  these  other 
problems  are  resolved,  then  one  would  anticipate  a 
continuous  expansion  of  population."  This  certainly  has 
been  true . 

Every  part  of  the  country  has  had  similar  problems  in 
the  major  metropolitan  and  industrial  areas.   So  far  as  one 
can  tell- -I  put  it  this  way:   "we  must  assume  that 
California  and  Southern  California  will  remain  more  than 
competitive  on  the  scores  of  the  amenities  of  pleasant 
living."   In  other  words,  it  does  seem  reasonable  to 
anticipate  a  significant  slow-down  in  the  rate  of  growth, 
especially  toward  the  end  of  this  century  and  the  beginning 
of  the  next  one,  as  is  done  in  this  study.   But  also,  at  the 
turn  of  the  century  (that  would  be  twenty -five  years  from 
now)  absolute  limits  may  become  evident  for  some  purposes, 
but  these  were  not  evident  as  of  now. 

In  other  words,  so  far  as  I  was  concerned,  and  other 
people,  too,  we  felt  that  Southern  California  should  have 
access  to  the  water  supply  unless  you  wished  to  sacrifice 
the  industrial  development  of  that  part  of  the  state. 


Water  Diversion  and  the  Public  Good 


Nathan:   In  your  analysis,  was  it  part  of  your  charge  to  determine 
what  the  effect  would  be  on  the  place  from  which  the  water 
was  diverted? 
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Grether:  No,  that  was  not.   I  made  that  very  clear:   this  was  not  my 
problem.   My  problem  was  merely  the  industrial  and 
population  development  of  Southern  California  and  its  need 
for  water.  Whether  that  need  would  be  met,  that  was 
somebody  else's  problem.   That  was  decided,  then,  under  the 
Brown  administration,  through,  of  course,  a  tremendous 
convulsion  of  political  processes  to  divert  some  of  Northern 
California's  water  to  the  southern  part  of  the  state. 

By  the  way,  this  is  a  matter  of  long  history.   Have  you 
ever  read  a  little  book  called  The  Rape  of  Owens  Valley? 

Nathan:    I've  only  heard  it  discussed. 

Grether:   It's  a  good  example  of  why  people  in  Montana,  and  even  in 

the  Seattle  [Washington]  area  worry,  because  they  have  seen 
this  enormous  development  down  here,  the  most  spectacular  in 
the  West;  they've  seen  the  population  and  industrial  demands 
outrun  the  water  and  other  supplies,  and  they've  seen  the 
extent  to  which  people  down  here  went  to  try  to  find 
supplies.   The  Rape  of  Owens  Valley  is  a  good  example. 

In  this  case,  Los  Angeles  City  and  County  went  out  there 
quietly  and  bought  up  the  ranch  land,  not  to  go  into  farming 
but  to  get  the  water.   Then  they  built  an  aqueduct  and  ran 
the  water  down  to  Los  Angeles  county  and  dried  up  the 
valley- -that's  the  rape  of  a  beautiful  valley  like  the 
Bitterroot  Valley  in  Montana,  where  we  have  our  ranch.   The 
people  of  Montana  worry  about  that  —  right  now  they  do, 
because  strip  mining  is  threatening  the  water  supply.   Strip 
mining  and  operating  those  generating  plants  take  an 
enormous  amount  of  water,  more  than  the  existing  supply.   So 
it  would  mean  a  diversion  from  other  purposes. 

In  addition  to  that,  of  course,  it's  amazing  how  the 
people  in  the  Northwest  worry  about  California  somehow 
getting  access- -diverting  the  water  supply  down  here.   So 
our  problem,  internally,  is  not  a  problem  which  is  entirely 
internal,  because  all  the  Western  states  feel  involved,  feel 
threatened  to  some  extent  by  this  enormous  industrial 
development  with  its  demands  upon  scarce  water  resources. 

This  is  my  contribution  at  one  stage  here  [referring  to 
report].   Clearly,  of  course,  there  are  developments  since 
then  that  everyone  is  watching.   I  think  there's  nothing  so 
far  to  indicate  other  than  that  Southern  California  needs 
water.   Whether  it  should  get  it  at  the  expense  of 
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development  elsewhere- -that's  a  very  basic  policy,  and  it 
runs  deeply  in  other  things. 

You'll  notice  I  occasionally  mention  Paul  Taylor  (he's 
been  doing  one  of  these  oral  histories  also).   Paul's  been 
worrying  all  his  life  about  the  160 -acre  limitation,  which 
applies  to  water  also  and  its  use.   That  is,  the  public 
water  is  supposed  to  have  been  limited  to  the  160  acres  for 
a  person,  or  more  than  that  for  a  given  family.  More 
recently  Paul  is  worrying  about  trying  to  make  clear  that 
water  is  in  the  public  domain  and  that  its  benefits  should 
not  be  conferred  indiscriminately  upon  private  holders. 
Well,  that's  a  very  basic  issue  that  will  undoubtedly  become 
increasingly  important  in  terms  of  public  policy. 

We  face  this  in  our  Montana  operation.   My  guess  is  that 
there'll  come  a  time  when  we'll  have  to  put  a  weir  or 
measuring  stick  on  our  creek  (we  have  a  certain  amount  of 
inches  of  water  that  represents  rights),  and  that  there'll 
be  a  demand  that  this  be  metered  rather  than  just  having  us 
pick  it  up  out  of  the  little  creek  that  comes  down  into  our 
canyon,  because  this  has  happened  in  many  other  parts. 

There  are  really  enormous  convulsions.  We  get  a  flow  of 
literature  from  Montana  of  various  sorts  that  we  watch,  and 
it's  clear  that  in  Montana,  as  well  as  the  other  Western 
states  and  throughout  the  country  as  a  whole,  there's  almost 
a  new  Populism  arising.   Whether  this  is  good  verbiage,  I 
don't  know,  but  people  in  general  —  ordinary  people- -are 
getting  interested,  very  basically  interested  in  some  of 
these  problems  and  issues. 

Our  governor  [Jerry  Brown]  now  kind  of  reflects  it  in 
this  state.   Montana  has  a  governor  named  Judge  who  reflects 
it  up  there.   And  as  I  saw  most  recently  on  TV, 
Massachusetts  has  a  governor  who  is  behaving  the  same  way; 
he  refused  to  drive  a  limousine  or  accept  the  normal 
amenities  of  a  governor.  Just  like  our  governor,  he's  taken 
this  Populist  pose- -the  ordinary  man  pose. 

I  think  this  is  very  healthy,  myself.  What  the  outcome 
will  be  is  not  too  clear,  but  it's  an  exceedingly  exciting 
period  in  terms  of  public  intrusion  into  some  of  these  very 
basic  issues  that  are  bound  to  affect  health  and  welfare. 
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Quality  of  Life 


Grether:  By  the  way,  It's  reflected  in  other  ways.   I  have  an 

unanswered  letter  in  my  file  that  came  in  from  Kent  State 
University.  At  the  meeting  in  Illinois,  the  writer  was 
there  at  this  symposium  two  weeks  ago,  and  he  has  sent  me  a 
questionnaire  in  which  he  wants  me  to  define  the  quality  of 
life. 

Nathan:   This  is  a  student? 

Grether:  No,  this  is  a  professor;  he's  got  a  research  project  going 
at  Kent  State  in  Ohio.  Well,  this  has  been  part  of  my 
analysis  all  my  life,  beginning  with  my  Ph.D.  thesis, 
because  John  A.  Hobson  was  the  critic  saying  that  money 
measures  really  do  not  measure  the  important  things.   It's 
life-giving  quality  that's  important  today.   So  I  was  in 
touch  with  this  whole  type  of  analysis.   Now  this  is  being 
generalized.   People  are  thinking  in  terms  of,  "We  don't 
want  money  so  much.   We're  not  concerned  about  something 
called  'standard  of  living'.   We're  concerned  with  something 
much  broader  called  'quality  of  life'." 

Nathan:   Yes,  this  is  fascinating. 

Grether:   It  is  fascinating.   Yesterday  at  the  Faculty  Club  I  said,  "I 
have  this  letter.   How  would  you  answer  it?"   I  went  around 
the  table. 

Nathan:   What  did  you  get  from  your  colleagues? 

Grether:  Well,  you  get  this  sort  of  thing:  You  begin  with  the 

traditional  standard- of -living  approach;  that's  the  economic 
approach.   That  is,  as  you  raise  the  standard  of  living  and 
its  components,  presumably  you  improve  the  quality  of  life, 
especially  if  you  have  many  people- -thousands  and  millions 
in  large  proportions- -with  a  low  standard  of  living. 
Presumably  there's  some  relationship  between  raising  that 
standard  and  the  quality  of  life.   Obviously,  this  is  no 
longer  adequate  in  this  country.   Look  at  the  youth. 

So  immediately  you  start  getting  into  a  second  area  of 
things  that  aren't  so  measurable- -like  nutrition  factors, 
health  factors,  medical  factors,  security  factors,  and  so 
on.   Of  course,  these  came  up.   I  said,  "Well,  you  know,  the 
attorney  general  of  this  state  and  I  both  come  from  the 
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State  of  Nebraska,  and  we  know  about  raising  corn  and  hogs. 
I  can  visualize  pens  of  hogs- -they've  all  had  their  shots, 
they're  healthy,  and  they're  well  fed  and  fat,  there's  no 
problem  of  security  (until  the  final  convulsion) . 
[laughter]   But  you  certainly  don't  mean  that;  that's  not  a 
high  quality.  Most  people  are  well  fed  and  they're 
perfectly  secure.   Obviously  the  youth  of  this  country  have 
something  else  in  mind." 

So  then  the  discussion  shifted  to  things  like  this: 
security,  of  course,  but  self -fulfillment;  people  want  this. 
There  are  qualitative  elements  that  get  into  this  that  range 
beyond  these  measurables.   Someone  mentioned,  for  example, 
that  there  are  major  projects  nationally  and  internationally 
now  on  the  so-called  social  indicators  (which  is  true; 
there's  an  increasing  literature) - -that  you  shouldn't  judge 
the  contributions  of  corporations  or  individuals  in  terms  of 
money  measures  or  profit  measures  or  quantity  production 
measures,  but  in  terms  of,  for  instance,  participation  in 
the  employment  of  minorities,  participation  in  the  community 
well-being,  air  and  water  impacts,  and  so  on  and  so  on. 

But  always  beyond  this  you  get  these  other  things  that 
are  highly  individual,  which  to  me  are  very  basic.   I've 
always  said  that  the  most  important  thing  in  life- -I  tell 
this  to  my  students- -is  to  find  a  way  to  express  your 
creativity.   This  is  self -fulfillment.   That's  why  I  said  I 
should  have  paid  the  University  for  allowing  me  to  live 
here,  if  1  could  afford  it  [laughter],  or  some  of  these 
private  consultations  I've  had,  because  I've  been  able  to 
learn  so  much  and  also  to  express  the  thing  that  drives  me. 
I  think  it  is  an  unquenchable  curiosity.   I  cannot  resist 
finding  out  what  goes  on  in  a  situation.   The  university  is 
the  ideal  place  for  people  like  me. 

It's  clear  that  our  society  is  just  chock-full  of 
creativity;  it's  locked  up  and  has  not  been  allowed  to  be 
expressed,  especially  among  the  minorities.   It's  just 
unbelievable  the  waste  that  you've  had  in  this  area,  the 
lack  of  possibility  of  expressing  the  creativity  that's  been 
locked  up  there.   This  social  dam  is  breaking.   You  know,  as 
you  think  about  this,  what  you  have  (when  we  discuss 
competition)  is  a  competition  policy.  You  have  competition 
at  one  end  and  monopoly  at  the  other.   When  you  get  into 
this  field,  you  have  anarchism  at  one  end  and 
totalitarianism  at  the  other.  A  lot  of  kids  nowadays  are 
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anarchists.  They're  so  desirous  of  expressing  themselves 
without  social  restriction.   Isn't  that  right? 

Nathan:   Yes. 

Grether:   They  can't  have  it  that  way  completely,  because  you  can't 

run  a  society  entirely  that  way,  but  you  kind  of  admire  them 
because  they  want  this  opportunity  to  express  their 
creativity.   You  certainly  don't  want  the  other  extreme. 
That's  why  I  think  a  lot  of  them  have  discovered  they  don't 
want  to  be  communists  or  Maoists,  because  this  element 
disappears,  this  possibility  for  self -fulfillment  or 
creative  expression.   I  think  what's  happening  now  is  that 
they're  fighting  social  restrictions. 

I  was  talking  about  this  yesterday  to  one  of  the  men  at 
the  table  who's  an  English  professor- - [Ernest]  Tuveson. 
He's  done  some  writing  in  this  area.   He  pointed  out 
something  I  didn't  realize,  and  that  is  that  in  the 
development  of  this  country,  with  its  stress  on  freedom  and 
opportunity- -which  was  so  basic  that  people  came  here  for 
these  two- -along  with  that  there  was  a  great  deal  of  social 
restriction.   I  hadn't  really  thought  about  it  very 
seriously.   This  is  partly  British  heritage,  where  there  are 
classes,  where  class-consciousness  is  very  powerful.   (The 
first  time  we  visited  England  we  were  quite  surprised  by 
it.)   But  also  the  impact  of  the  South  in  this  country,  with 
the  slavery  system- -this  developed  a  whole  attitude  toward 
social  restrictionism  that  developed  a  formality  in  the 
social  relationships.   (We're  diverting  pretty  heavily.) 

I've  talked  to  my  wife  about  this.   She  said  she  could 
see  this  in  the  State  of  Montana.   People  who  migrated  from 
the  South  brought  with  them  a  formality  and  a  class- 
consciousness  that  was  quite  foreign  to  some  of  the  people 
who  came  from  other  parts  of  the  country.   In  any  event, 
yesterday  Professor  Tuveson  felt  that  we've  had  a  large 
element  of  what  you  might  call  social  restrictionism  in  this 
country,  which  some  of  the  youth  now  are  rebelling  against 
because  they  feel  that  it  gets  in  the  way  of  what  you  may 
call  self -fulfillment.   That's  quite  a  detour  from  water, 
[laughter] 

Nathan:   It's  the  quality  of  life  and  water- -it  falls  as  the  gentle 
rain  from  heaven,  but  you  can't  rely  on  it,  can  you,  in 
California? 
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Underground 


Grether:  No,  and  it's  getting  scarcer  and  scarcer.   For  instance,  I 
discover  that  in  Montana  they're  now  analyzing  the 
underground  supplies.  Up  in  our  creek  they  had  not  only 
gauges  measuring  the  flow,  but  I  understand  they  were 
measuring  underground  flows . 

Nathan:    Is  the  water  table  falling  in  your  area  in  Montana  yet? 

Grether:   The  problem  up  there  is  the  winter  snow  supply  —  if  it's 

adequate.   This  year  there  was  a  heavy,  late  snow  supply,  so 
there'll  be  a  runoff.   But  in  California  this  has  been  very 
serious,  because  California  agriculture  has  been  pumping 
water  underground;  they've  been  lowering  the  water  tables, 
going  deeper  and  deeper  at  more  and  more  expense.   What  you 
do  here,  you  then  increase  energy  costs  for  pumps  to  raise 
water  that  is  more  and  more  difficult  to  get. 

The  same  thing's  been  true  of  oil- -going  further  and 
further  down  to  get  oil  resources,  so  energy  costs  are 
increasing.  At  the  same  time,  for  the  ultimate  source  of 
supply  you  might  reach  an  absolute  limit. 

States  like  Montana  are  still  very  fortunate  compared  to 
California  because  of  the  low  population  and  relatively  low 
demands  compared  to  California.   But  they're  aware  of  this, 
and  so  they're  making  surveys  and  making  studies.   This  is 
why  Montana,  for  example,  is  in  terrific  furor  now  because 
this  whole  strip-mining  thing  suggests  to  them  the  same 
thing  they  went  through  with  copper,  when  one  corporation 
dominated  the  state  because  of  exploiting  the  copper 
resources.  Now  it  could  appear  that  the  power  companies 
could  dominate  the  state  if  they  were  given  the  go-ahead, 
and  they  could  divert  water  towards  manufacturing  power  for 
export,  just  like  copper  was  exported.   These  power  lines 
could  radiate  out  into  all  directions  and  export  the  basic 
resource  at  the  expense  of  other  aspects  of  growth  and 
development. 

My  wife  and  I,  of  course,  as  we  go  back  and  forth 
between  California  and  Montana,  keep  noticing  how  Montana  is 
retracing  the  history  of  much  of  the  development  of 
California- -following  right  along,  and  the  same  problems  are 
arising  there. 
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Nathan:   You  were  saying  in  the  water  study  that  the  rules  you  set 
for  yourself  were  to  give  us  as  accurate  and  dispassionate 
an  analysis  as  you  could? 

Grether:  Always,  always.   I  think  that's  what  the  university  research 
scholar  should  do. 

Nathan:   Right.   Then,  in  expressing  your  conclusions,  although  you 
were  not  on  the  stump,  you  indicated  that  there's  a  certain 
falling  away  of  former  friends  when  a  conclusion  is  stated. 
What  kinds  of  interests  did  you  feel  (perhaps  without 
mentioning  any  names  unless  you  wish  to)  were  alienated  by 
your  conclusion  in  the  California  water  matter- -Southern 
California's  need  for  water? 

Grether:  I  didn't  really  feel  it  very  seriously,  because  I  think  the 
people  with  whom  I've  worked  in  California  understand  me  and 
they  accept  me  at  face  value.   I  can  give  you  other  examples 
of  this,  but  1  felt  it  more  in  the  group  of  scholars- -like 
Bain,  who  came  along  six  years  later  with  this  study.   This 
is  a  study  in  terms  of  using  the  market  analysis,  market 
structure,  conduct  performance  approach  which  is  used  in  the 
field  of  industrial  organization,  applied  to  the  California 
water  supply,  thinking  in  terms  of  a  water  industry.  This, 
therefore,  raises  some  very  basic  questions  about  the 
results  gotten  using  other  approaches,  and,  by  the  way,  done 
by  very  competent  people.  Joe  Bain  has  been  a  leader  in 
this  field,  and  these  are  very  competent  people.   So  this  is 
a  very  fine,  scholarly  piece  of  work.   The  Resources  for  the 
Future,  where  Hitch  is  going  now,  has  been  trying  to  have 
objective,  scholarly  investigation  made  of  these  various 
resource  problems. 

By  the  way,  it's  been  my  misfortune  all  my  life  to  be 
led  away  from  merely  scholarly  research  into  areas  of 
application,  and  this  is  a  good  example.  When  we  get  to  my 
work  in  Washington  during  the  Truman  administration,  I  was 
operating  in  this  area,  but  in  terms  of  government  policy. 
My  responsibilities  were  under  the  National  Resources 
Planning  Board  to  plan  for  the  economic  mobilization  of 
economic  resources .   This  was  also  a  background  in  much  of 
this  work  here,  because  I  had  this  overall  national  view, 
which  we'll  look  at  e-.^ntually,  but  in  terms  of  very  broad 
overall  national  and  international  framework  of  analysis. 
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Federal  Presence  in  State  and  Local  Issues 


Nathan:   I  was,  in  passing,  curious  that  a  Central  Valley  study- - 

Central  Valley  being  entirely  within  California- -should  have 
federal  implications. 

Grether:   Don't  forget,  the  Army  Corps  of  Engineers  is  everywhere,  and 
the  Department  of  Interior  is.  Much  of  California's  land  is 
owned  by  the  federal  government.   Much  of  what  goes  on  in 
every  state  in  terms  of  utilization  of  resources  must  be 
related  to  federal  policy,  federal  agencies. 

For  example,  our  ranch  in  Montana:  Where  do  I  go  for 
help  when  I  want  technical  advice?  We  go  to  Hamilton,  the 
county  seat,  but  not  a  county  agency.   We  go  to  the 
Conservation  Service- -CSC- -of  the  Department  of  Agriculture. 
They  maintain  a  staff  of  people.   They're  available.   There 
are  engineers  who  specialize  in  this  area.   They  came  out  to 
our  ranch  when  we  got  it.   It  was  in  very  bad  shape,  and 
then  they  mapped  the  whole  ranch  in  terms  of  the  soil  and 
gave  us  a  plan  for  development  of  the  ranch.   They've  been 
back  any  time  I've  wanted  them.   I'll  probably  go  see  them 
again  this  summer,  and  they'll  come  out  and  look  around. 
We'll  indicate  what  we've  been  doing,  and  they'll  make 
suggestions  for  utilization  of  the  land  and  timber 
resources.   This  is  a  federal  group,  but  located  in  a  county 
in  Montana. 

As  to  the  interrelations  among  the  federal  and  state  and 
local,  well,  you  can  see  it  here,  because  most  of  these 
universities  are  federal  land  grant  colleges;  that's  how 
they  got  started.   They  have,  in  agriculture,  federal 
experiment  stations.  A  large  portion  of  resources  come  from 
the  federal  budget,  amplified  then  by  state  budget,  and  so 
on.   This  is  a  very  intricate  pattern  of  interrelationships 
among  the  federal,  state,  and  local  agencies.   This  is  why 
both  within  universities  and  state  agencies  you  could  get 
weaned  away  into  the  federal  bureaucracy  very  easily.   This 
was  happening  to  the  University  [of  California] .   Claude 
Hutchison  came  along,  and  he  takes  pride  in  the  fact  that  he 
brought  the  College  of  Agriculture  back  into  the  University, 
because  it  had  pulled  away  into  a  separate  type  of 
operation.   This  is  a  continuing  problem  of  the  relative 
balance . 
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Therefore,  when  I  read  in  the  paper  this  morning  that 
the  governor  went  to  the  meeting  of  the  state  colleges  and 
he  said,  "These  problems  should  be  decided  at  the  local 
level,"  it  sounded  like  a  breath  of  fresh  air.   [laughter] 
Because  what  has  been  happening  for  decades  in  this  country 
is  transferring  the  responsibility  increasingly  to 
Sacramento,  to  Washington,  away  from  the  local  level. 

It's  illustrated  in  these  two  studies.  You  extrapolate 
to  federal ,  national  trends ,  and  local  population  trends . 

Hathan:   You're  referring  to  the  steel  study? 

Grether:  Or  water;  it  doesn't  make  any  difference.   You  have  a 
combination  of  extrapolating  the  population  trends 
nationally  and  locally  on  a  general  basis  in  either  of 
these.   But  then  you  start  at  the  other  end—what  is  the 
industrial  development  in  this  industry,  in  this  county,  and 
so  on;  that's  the  grassroots  level.   The  tendency  is  to 
think  in  terms  of  Sacramento  and  Washington,  not  in  terms  of 
the  county  and  the  people  in  the  community.   Except  in  this 
new  Populism  so-called,  I  think  there's  a  kind  of  refreshing 
tendency  to  force  the  analysis  back  into  the  local 
communities  again. 

I  would  say  that  if  we  survive  within  the  democratic 
tradition  on  a  healthy  basis,  it'll  be  because  this  does 
happen,  that  people  at  the  local  level  take  an  active 
interest  and  don't  merely  keep  passing  the  buck,  so  to 
speak,  into  the  federal  or  state  bureaucracy. 

Nathan:   Am  I  interpreting  this  correctly,  that  you  are  talking  not 
only  about  discrete  localities  but,  in  a  sense,  a  kind  of  a 
regional  grouping,  sub -state  but  still  regional?  Or  groups 
of  states? 

Grether:  Yes;  oh,  yes.   I've  watched  this  and  I  have  participated.   I 
noticed  in  something  that  we  got  from  Montana  yesterday  that 
the  governors  of  some  of  these  mountain  states  have  been 
having  meetings.   They  have  a  consciousness  of  kind,  of 
similar  problems.   There  was  a  time  when  the  governors  and 
the  people  in  the  three  West  Coast  states  would  meet,  and 
then  sometimes  eleven  state  people.   The  westerners  have 
always  had  a  high  consciousness  of  regional  interests. 

California  has  been  very  difficult  in  all  of  this 
because  it  was  so  far  ahead  in  terms  of  population  growth 
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Nathan: 


Grether; 


Nathan: 


Grether: 


and  economic  development  that  it  was  kind  of  pulling  the 
rest  of  the  mass  with  it.  There's  always  been,  therefore,  a 
high  sensitivity  in  the  mountain  states  and  also  the 
Northwest  about  California  because  of  the  spectacular  nature 
of  its  population  and  economic  growth  and  development.   I 
think  the  finest  thing  that  could  happen  in  the  West  would 
be  if  California  would  really  start  belonging  to  the  Vest  in 
the  full  sense  of  really  cooperating. 

We  have  drained,  in  a  sense,  the  Western  states  of  some 
of  their  best  brains.  Go  to  Montana- -where  are  the  kids? 
They've  migrated  down  here;  more  opportunity.  And  the  raw 
materials  come  down  here.   Now,  when  growth  is  no  longer 
accepted  as  per  se  being  good,  maybe  we  can  think  more 
seriously  about  a  reverse  flow.   It  would  be  a  fine  thing  if 
some  of  these  forces  could  be  reversed. 

In  fact,  I  believe  strongly  (I'm  philosophizing  now) 
that  it  would  be  wonderful  if  most  people  could  have  a 
little  plot  of  ground  of  their  own.  You  can't  do  it  at 
present,  but  if  you  could  decentralize  more,  this  would  be  a 
very  healthy  influence- -for  most  people  to  have  a  little 
vegetable  garden. 

There  does  seem  to  be  some  trend  this  way,  whereby 
communities  make  plots  available  to  apartment  residents. 

That's  right.  Just  like  Professor  Hatori  said,  look  at  the 
potential;  the  United  States  has  a  great  potential.   In 
terms  of  land,  we  have  millions  of  acres  of  open  land  still 
where  you  could  decentralize  people,  when  you  see  the 
enormous  problems  of  trying  to  make  living  feasible  in  an 
area  like  this  or  Los  Angeles  or  Chicago- -the  cost  of  it  and 
the  risks  of  it,  in  contrast  with  a  more  decentralized 
pattern.   This  has  been  a  worldwide  phenomenon,  as  you 
realize.   All  over  the  world,  people  have  flocked  into  the 
cities;  then  they  began  suburbanizing.   The  third  round  now 
would  be  to  sub-suburbanize. 

Do  you  have  any  observations  about  the  continued  development 
of  the  California  Water  Plan?  There  was  a  problem  of  the 
peripheral  canal  being  built,  and  further  development  of  the 
plan. 

I  don't  feel  confident  on  some  of  this.   I'm  aware  of  it. 
There  are  such  enormously  difficult  technical  problems. 
Like,  for  instance,  the  intrusion  of  salinity  as  you  reduce 
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the  water  table  or  as  salt  water  creeps  up  the  Bay  if  you, 
say,  stop  the  flow  of  fresh  water.  Then  you  get  into  whole 
areas  of  rural  marshland  and  wildlife-  -preservation  of 
wildlife.   I'm  very  happy  to  see  on  the  TV  the  last  two  or 
three  days  that  the  Bay  is  being  restored  and  that  marine 
life  is  coming  back,  that  we  are  not  going  to  use  the  Bay 
and  the  ocean  as  great  cesspool  areas  in  the  future. 

Nathan:   Yes.  That  has  been  encouraging. 

Grether:   That  has  been.   That'll  affect  the  quality  of  life;  when  you 
realize  that  people  could  not  swim  in  these  waters  any  more, 
it  cut  off  an  enormous  amount  of  social  benefits.   Years  ago 
I  used  to  go  fishing  with  some  faculty-  -striped  bass 
fishing-  -a  very  pleasant  thing  to  do.   There  was  a  lot  of 
that  type  of  enjoyment.   The  marine  life  is  still  a  very 
important  outlet  for  people  in  this  area.   That's  the  aspect 
of  the  quality  of  life  that  is  apparently  going  to  be 
preserved  now  that  we've  become  aware  of  what  we  were  doing 
to  it. 

Nathan:   I  might  then  ask  you,  thinking  still  of  your  work  with 

water,  what  of  your  next  activities  did  you  feel  grew  out  of 
this  experience  with  the  water  study?  Was  there  a  link? 

Grether:   No,  what  really  happened  here-  -I  '11  find  my  list  here  and 
show  you  what  I  plan  to  do  here.   [finds  outline  of 
interview]   I  plan  next  to  talk  very  briefly  about 
participation  in  the  Technical  Advisory  Committee  of  the 
State  Economic  Development  Agency  early  in  the  1960s. 


Nathan:    [resuming]  You  did,  then,  make  your  report,  stated  your 
findings,  on  the  demand  for  water  in  Southern  California. 
And  then  what  came  next? 

Grether:   I  have  in  front  of  me  a  folder  entitled  "Technical  Advisory 
Committee  of  the  Economic  Development  Agency,"  which  is  a 
state  agency.   I  have  also  a  wire  from  Governor  Brown. 

Nathan:   This  was  Pat  Brown,  right? 

Grether:  Yes,  the  earlier  Brown.  This  is  dated  January  18,  1960, 
asking  me  to  accept  membership  on  the  technical  advisory 
committee  to  this  agency.   So  far  as  my  work  with  the  state 
is  concerned,  this  was  my  last  formal  activity  in  this 


238 


field.   Let's  discuss  it,  and  then  I'll  indicate  why  I 
decided  to  shift  into  another  area. 


State  Chamber  of  Commerce :   Committee  Work  and  Conseouences 


Grether:   I  think  I  mentioned  earlier  that  for  fifteen  years,  from 
1946  to  1961,  I  was  chairman  of  what  was  called  the 
Industrial  Plant  Location  Committee,  and  later  on  called  the 
Industrial  Development  Committee  of  the  state  Chamber  of 
Commerce,  a  remarkably  good  spot  in  which  to  view  the 
postwar  development  in  the  State  of  California.   I  learned 
so  much  from  my  contacts,  relations,  and  discussions  there. 

Incidentally,  a  by-product  of  that  was  an  invitation  to 
the  annual  Sacramento  Host  Breakfast  (that  I  might  as  well 
mention  just  at  this  point).   Each  year,  as  the  state  fair 
opens,  the  so-called  Sacramento  Host  Breakfast  is  held,  and 
always  to  some  extent  in  relationship  to  the  state  Chamber 
of  Commerce  as  well  as  the  local  fair  board.   It  kind  of  is 
the  opening  gun. 

It's  a  very  remarkable  affair,  because  the  so-called 
leaders  of  industry  are  invited  to  come  from  all  over  the 
state,  and  always  they  meet  with  the  governor,  and  sometimes 
the  president  of  the  University  of  California  and  other 
political  or  industrial  leaders.  Always  there's  a  speecu  by 
the  president  of  the  state  Chamber  of  Commerce.  This  is 
early  morning;  the  people  get  there  really  early- -six- thirty 
or  seven.   They  come  into  either  the  grand  hotel  ballroom  or 
something  out  in  one  of  the  motels '  dining  rooms ,  the  table 
heaped  with  the  produce  of  the  state- -that  is,  the  fruit 
produce,  like  grapes  and  oranges  and  peaches  and  so  on. 

Then  there  will  be  other  tables  with  surplus  supplies. 
As  you  leave,  you're  invited  to  take  a  basket  or  a  nice  box 
of  fresh  fruit.   I  remember  that  very  well;  I  always  came 
home  with  a  nice  box  of  peaches  or  grapes  or  plums. 

Nathan:   About  how  many  people  would  there  be? 

Grether:   Several  hundred;  I  would  say  seven  or  eight  hundred.   It's 

an  enormous  affair.   I  always  enjoyed  this.   When  I  could,  I 
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would  attend.   I  was  invited  to  this  because  I  was  in  the 
state  Chamber  of  Commerce  activity;  perhaps  because  of  my 
University  connection,  but  I  think  it  was  more  the  former 
one.  I've  seen  some  very  remarkable  things  at  these 
breakfasts.  Not  only  would  you  get  to  hear  the  current 
governor  and  so  on,  and  some  of  the  leading  political 
figures,  but  the  current  leaders  in  the  state  Chamber  of 
Commerce . 

I  think  one  of  the  most  exciting  affairs  was  when 
[William  F.]  Knowland  and  [Goodwin  J.]  Knight  kicked  off 
their  campaign  quite  inadvertently. 

Nathan:   How  did  that  happen? 

Grether:  Both  where  present  at  this  breakfast,  and  both  were  asked  to 
speak.   It  just  happened  to  break  that  way,  that  they  ran 
against  each  other  for  governor.   The  thing  was  very 
interesting  to  observe,  the  play  between  the  two  men.  Of 
course,  as  you  know,  ultimately  Knight  won,  and  Knowland 
began,  I  think,  slipping  politically  in  this  state.  But 
Knight  actually  was  one  of  the  most  deft  politicians  and  a 
great  public  speaker;  Knowland  wasn't  nearly  as  deft  and  a 
much  more  ponderous,  heavy  person. 

Always  in  the  years  when  Warren  was  there,  it  was  a 
pleasure,  at  least  for  me,  to  listen  to  Warren's  current 
report  of  the  state  of  things  in  California,  and  always 
interesting,  to  me  at  least,  to  hear  the  report  of  the 
current  president  of  the  state  Chamber  of  Commerce. 

One  year  I  was  very  much  entranced  because  the  current 
president  was  a  public  utilities  executive  from  Southern 
California,  Mullendore,  the  president  of  Southern  California 
Edison.   His  topic  was  "If  We  Behave  Wisely,"  and  he  gave  me 
credit  for  the  topic,  because  he  said  these  were  the  last 
words  in  a  paper  he  had  heard  me  give  before  the  Los  Angeles 
Chamber  of  Commerce  the  previous  year,  which  was  true.   But 
his  speech  was  quite  different  than  mine  would  have  been, 
because  in  my  talk  (and  it's  back  in  the  files  someplace;  if 
it  seems  important,  I  can  dig  it  out)  I  was  talking  about 
California's  industrial  future  and  destiny  and  development, 
and  I  pointed  out  some  of  the  risks.   This  was  back,  as  I 
recall  it,  in  1955,  and  I  pointed  out  the  risks  of  air 
pollution  and  use  of  scarce  resources  and  so  on,  which  were 
not  being  considered.   Everything  was  in  terms  of  jobs- -job 
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creation,  new  industrial  development  to  take  care  of  the 
constantly  expanding  population. 

So  he  borrowed  my  last  few  words  and  gave  his 
interpretation  of  what  "behaving  wisely"  would  be,  looking 
at  California's  problems.   1  think  the  chief  thing  of 
interest  here  is  that  during  this  period  I  did  have  the 
opportunity  of  interacting  with  the  so-called  leaders  of  the 
state  through  the  state  Chamber  of  Commerce,  and  then  other 
activities.   This  is  one  place  where  they  all  came  together, 
where  I  could  see  the  play  of  things . 

This  breakfast  is  still  going  on.   I'm  no  longer  invited 
to  it.   The  last  two  I  was  invited  to  I  couldn't  attend. 
I'm  told  if  you  miss  two  breakfasts,  you're  never  invited 
again.   It's  something  that's  put  on  by  the  business  people 
up  in  Sacramento;  they  pay  the  check.   It's  a  very  pleasant 
occasion. 


Economic  Development  Agency.  Technical  Advisory  Committee 
Q96(n 


Grether:   Now,  to  go  back  to  the  Economic  Development  Agency. 

Undoubtedly,  the  reason  why  Governor  Brown  invited  me  in 
1960  to  participate  in  this  technical  advisory  committee  was 
because  of  my  work  on  the  state  Chamber  of  Commerce,  because 
I  had  a  background.   There  has  been  over  the  years,  and 
still  continues  to  be,  a  very  difficult  problem  of  the 
relative  balance  between  private  action  and  action  by  the 
state  agencies.   The  state  Chamber  of  Commerce  is  almost  a 
second  government;  it's  a  very  powerful  group. 

Nathan:   And  is  it  still? 

Grether:   Oh,  yes.  Well,  perhaps  not  as  much  so,  but  it's  difficult 

to  know.   For  instance,  President  Sproul  always  was  chairman 
of  one  of  the  leading  committees;  he  was  very  active  in  the 
state  Chamber  of  Commerce,  and  some  others,  like  myself, 
participated.   Actually,  I  think  for  quite  a  period  of 
California's  history  you  really  didn't  understand  the  state 
if  you  looked  at  it  only  in  terms  of  Sacramento  without 
reference  to  what  went  on  in  the  state  Chamber  of  Commerce 
with  its  sub-units,  the  chambers  of  commerce  and  other 
groups  around  the  state. 
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Nathan: 


There's  always  a  problem  as  to  what  the  state  should  do 
in  this  area.   So  at  this  time,  you  see,  an  economic 
development  agency  was  established  in  the  Pat  Brown 
administration. 

Was  this,  as  far  as  you  know,  the  first  time  the  state  had 
moved  to  organize  in  this  direction? 


Grether:  No,  there 'd  been  other  efforts,  usually  abortive.   Someplace 
or  other,  I'm  sure  1  could  find  in  my  files  a  history  of 
this  sort  of  thing.  But  they  never  succeeded  in  taking  off. 
Now,  this  group  had,  I'm  sure,  ambitions  when  they  were 
appointed.   In  fact,  I  heard  some  of  them  talk;  they  thought 
they  might  get  to  be  kind  of  a  council  of  economic  advisors 
or  something  like  that.   That  didn't  happen. 

A  professor  from  UCLA,  Theodore  Anderson,  became  the 
director.   He  was  very  active  for  a  year  or  two.   Then 
something  went  wrong  and  he  disappeared  from  the  scene; 
maybe  it  was  an  impossible  task.   In  any  event,  here  I  was 
on  this  advisory  board,  and  when  we  went  to  the  meeting, 
here  are  all  my  old  friends  I'd  seen  on  the  state  Chamber  of 
Commerce,   [laughter]   Same  group  again.  Right  away,  the 
problem  arose  as  to  who  would  be  chairman.   They  said,  "Why 
not  Grether?  He's  chairman."  So  here  I  was,  chairman  of 
both  groups  now- -state  Chamber  of  Commerce  group  and  this 
advisory  group  at  the  state  level. 

The  file  here  contains  some  material  [leafing  through 
file].   It  contains  one  curious  little  memorandum  I 
discovered.   At  a  meeting  in  the  state  Chamber  of  Commerce 
group,  someone  made  a  comment,  which  I'm  sure  was  intended 
for  my  ears,  that  this  state  agency  was  getting  to  be  a 
laughingstock  throughout  the  state.  I'm  sure  that  was 
planted. 


Decision  to  Focus  on  Competition  Policy 


Grether:   In  any  event,  after  this  term  of  service  came  the  year  1961, 
when  I  retired  as  dean  and  received  a  Ford  Faculty  Research 
Fellowship  for  a  year.   First,  my  wife  and  I  went  to 
Indonesia  and  to  other  places.   Then  we  came  back  and  I 
spent  my  time  really  filling  three  drawers  of  a  file  down 
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Nathan: 


Grether: 


there.   I  sat  here  for  a  year  reading  thoroughly  the  people 
I  had  wanted  to  read  and  couldn't  during  this  period  when  I 
was  dean  and  doing  so  many  other  things.  We  covered  the 
ground,  so  to  speak,  intellectually  and  spiritually.   But 
also  I  made  a  definite  career  decision.   I  decided  I  would 
drop  out  of  the  state  Chamber  of  Commerce,  out  of  the  state 
Economic  Development  Agency,  and  address  myself  to 
competition  policy- -make  that  the  center  of  my  interests. 

You  must  realize,  by  that  time  I  was  62  or  63  years  old, 
and  it  took  a  lot  of  something  or  other  to  plan  a  future, 
but  it's  worked  beautifully.  That  is,  then  I  had  five 
years'  teaching  before  I  retired.  Now  this  is  the  ninth 
year  beyond  that,  and  this  is  what  I've  been  doing. 

Would  you  like  to  talk  about  the  elements  of  this  decision? 
How  you  put  together  a  major  decision  like  this? 

I  think  it  was  based  very  largely  upon  the  year  that  the 
Ford  Foundation- -thank  God- -gave  me  to  reflect  and 
rejuvenate.   I  was  very  lucky  that  a  good  friend  of  mine  was 
then  on  the  Ford  Foundation  and  he  sympathized  with  me.   I'd 
like  to  think  it  was  a  good  investment  on  their  part, 
because  I  did  rejuvenate  myself.   That  is,  I  had  lost  a  lot 
of  ground  while  I  was  doing  things  superficially,  but  now  I 
settled  down  here  and  really  read  and  read  and  read  and  put 
notes- -systematic  notes  —  in  the  file,  which  I  still  keep 
updated  for  some  of  them.   I  read  the  best  people;  where  I'd 
been  doing  skimming,  I  now  sat  down  and  read  very  carefully. 


Also,  I  got  back  into  teaching  more  heavily,  although  I 
never  had  dropped  my  teaching.   But  the  most  interesting 
thing  was  that  I'd  hardly  started  this  before  I  began 
getting  requests  on  the  part  of  the  government  agencies  or 
private  people  for  consultation  in  this  area. 

Nathan:   This  was  the  area  of  competition  policy? 

Grether:  Yes.  Of  course,  I'd  been  working  with  this  all  my  life,  but 
I  decided  this  is  what  I  would  concentrate  upon  now,  and 
that  I  would  leave  this  area  of  what  you  may  call  regional 
economic  development,  which  was,  looking  back  on  it,  a  very 
wise  move  because  it's  paid  off  in  terms  of  my  own  peace  of 
mind  and  also  in  terms  of  a  continuing  flow  of  productivity, 
of  activity.   Also,  I  think  this  has  been  so  central,  so 
basic  in  this  country,  that  I  was  able  to  build  upon  my 
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Nathan: 


Grether: 


Nathan: 
Grether: 


Nathan: 
Grether: 


total  background  and  use  It  profitably.   I  don't  think  it's 
worthwhile  discussing  this  experience  in  detail. 

Anderson  disappeared  for  some  reason;  he  was  replaced  by 
a  nan  named  Carl  Zachrisson.   Zachrisson  and  I  got  to  be 
quite  friendly.  We  would  occasionally  have  lunch  together, 
but  I  refused  to  go  back  into  the  activity.   This  was 
something  I  was  doing  quite  advertently;  it  wasn't  a  casual 
decision.   So  this,  so  far  as  the  state  is  concerned,  closes 
one  aspect  of  my  activity. 

It  must  be  hard  to  turn  your  back  on  something  that  had  been 
stimulating  and  rewarding,  and  where  you  had  achieved  a 
certain  prominence. 

That's  right.   I  still  hold  a  membership  in  the  state 
Chamber  of  Commerce;  I'm  still  a  member.   I  get  the 
announcements.   I  keep  saying,  "Maybe  I'll  go  to  one  of 


these  meetings  again,  but  I1 
on  the  mailing  list. 


d  better  not."   [laughter]   I'm 


I'm  so  interested  in  these  things  in  the  area  of 
competition  policy,  and  the  payoff  has  been  so  high  in  terms 
of  the  opportunities  I've  had  in  this  area,  that  I  have  no 
regrets  at  all.   It  was  a  deliberate  decision.   The  thing 
that  amazes  me  is  that  I  did  it,  though,  at  my  age,  and  that 
nature  has  been  kind  to  me  and  I've  been  allowed  to  get  the 
benefit  that  I  had  hoped  I  would  get  from  making  this  kind 
of  a  decision. 

Maybe  the  stimulus  that  it  gave  you  had  benefits. 

My  wife  and  I,  as  we  get  a  little  older  and  watch  these 
things,  are  convinced  there's  something  to  this,  in  both  our 
cases.   I'm  amazed  how  busy  she  keeps.   We're  both  convinced 
that  senility  may  be  a  factor  of  lack  of  use  of  the  mind  and 
of  the  biological  processes.   As  we  see  our  friends,  so  many 
of  them,  when  they  come  to  retirement,  they  really  retire. 
They're  interested  in  sensual  physical  things,  but  they  quit 
using  their  minds  in  any  creative  way.   Isn't  that  right? 

This  makes  sense  to  me. 

But  anyway,  whatever  it  is,  we've  been  lucky  to  this  point. 
What  I'd  like  to  do  next  time,  if  you  don't  mind,  is  to  take 
two  further  examples  of  state  public  service,  but  in  the 
area  of  competition  policy.   Then,  if  you  don't  mind,  we'll 
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shift  into  federal  public  service  —  going  back  to  the  NRA  and 
coming  up.  There  are  some  very  interesting  things,  at  least 
in  terms  of  my  interests,  that  I  think  we'll  have  fun  with. 

Nathan:   Very  good.   Sounds  ideal. 


Sidelight  on  the  Faculty's  Kosmos  Club 
[Interview  7:  June  6,  1975] ft 


Nathan:   You  were  mentioning  that  you  had  seen  Donald  McLaughlin  the 
other  evening. 

Grether:  Yes,  I  was  sitting  beside  him  at  dinner  at  the  Kosmos  Club, 
at  the  Faculty  Club.  That  reminded  me  that  Earl  Warren, 
when  he  was  governor,  following  my  work  with  him  on  the 
Employment  Conference,  checked  with  me  concerning  the 
appointment  of  McLaughlin  to  the  Board  of  Regents.   He  said 
McLaughlin  was  among  the  people  recommended  to  him,  and 
could  I  find  out  whether  this  would  be  a  good  appointment 
from  the  point  of  view  of  the  faculty.  One  must  keep  in 
mind  that  this  was  during  the  troubled  oath  period,  when  the 
nature  of  the  appointments  was  very  important. 

I  checked  with  the  faculty  and  reported  back  that  the 
faculty  did  feel  that  this  would  be  a  good  appointment.   It 
turned  out  to  be  of  that  sort,  as  Donald  was  often  one  of 
our  great  Regents  of  the  University  of  California.  As  I'm 
mentioning  that  this  occurred  at  the  Kosmos  Club,  I'll  just 
say  a  word,  if  you  don't  mind,  about  the  Kosmos  Club,  which 
is  quite  an  institution. 

No  one  seems  to  know  when  the  Kosmos  Club  started  on 
this  campus.   I've  been  a  member  for  a  good  many  years  now. 
It's  an  informal --very  informal --semi -mysterious  interdisci 
plinary  discussion  group.   [laughter]   During  this 
University's  regular  calendar,  it  meets  Monday  nights  at  the 
Faculty  Club.   Someone  reads  a  paper  of  his  own  choosing, 
usually  interpreting  researches  or  problems  in  the  area  of 
his  discipline.   There  are  about  75  to  80  members  usually, 
and  maybe  a  third  to  a  half  appear  at  any  given  meeting. 
And  there  is  a  small  in- flow  of  new  members,  four  or  five  a 
year.   About  every  ten  years,  each  member  takes  his  turn 
reading  a  paper  to  the  group. 
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To  me,  this  has  been  a  very  interesting  experience, 
because  you  hear  people  from  the  various  disciplines.   Last 
time,  for  example,  the  meeting  was  in  the  field  of 
nutrition,  the  first  time  we've  had  such  a  paper,  by  a 
scholar  in  this  field  who  depicted  to  us  the  history  of 
what's  taken  place  in  the  area  of  nutrition.  He  called  it, 
"Three  Million  Years  Without  a  Nutrition  Scientist." 
[laughter]  He  tried  to  interpret  how  man  lived  before,  and 
the  kind  of  problems.   He  concluded,  by  the  way,  that  almost 
all  the  important  problems  require  interdisciplinary 
analysis;  they  can't  be  resolved  merely  in  terms  of  what  you 
get  in  a  more  narrow  discipline. 

This  has  been  a  continuing  source  of  delight  to  me.   One 
trouble  has  been  that  I  always  have  had  seminars  on  Monday 
nights,  so  time  and  again  I  couldn't  attend  regularly. 

Nathan:   Is  this  an  invitational  group? 

Grether:  Yes.   No  one  quite  knows  how  the  invitations  are  issued. 

I'll  be  president  next  year  for  the  first  time,  and  as  far 
as  I  can  tell,  the  president  and  the  secretary  get  together 
and  pretty  much  decide  what's  going  to  happen.   Right  now 
[Stephen]  Diliberto  of  mathematics  is  the  secretary.   We 
talked  about  who  would  be  invited  to  give  papers  next  year, 
and  he's  going  to  issue  the  invitations.   It's  so  informal 
that  it's  a  delight,  because  there's  no  bureaucracy  at  all 
evident  here.   It  reflects  again  a  nice  thing  about  the 
Berkeley  campus,  that  you've  got  these  opportunities  for 
cross- fertilization  of  ideas.   It's  unfortunate  that  the 
records  of  the  club  have  not  been  maintained. 

I've  heard,  for  example,  that  during  the  first  decade  of 
the  century  Thorstein  Veblen  used  to  come  up  from  Stanford 
to  attend  these  meetings,  and  things  of  that  sort.   It  would 
be  interesting  to  have  the  full  record,  especially  because 
there  is  always  a  humorous  interpretation  of  the  paper  the 
following  meeting  by  a  secretary  selected  for  his  humor. 
These  are  very  interesting  and  amusing.   If  the  papers,  plus 
the  secretaries'  interpretations,  had  been  kept,  I'm  sure 
out  of  this  one  could  have  gotten  a  couple  of  volumes  of 
very  interesting  material  by  now. 
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More  on  the  Economic  Development  Agency:   Its  Move  to  the 
Department  of  Finance 


Grether:  Well,  Harriet,  if  this  is  agreeable,  I  would  like  now  to 
check  back  on  the  Economic  Development  Agency  again  very 
briefly.   I  found  another  file  [laughing],  and  I  find  in  the 
file  an  exchange  of  correspondence  with  Governor  Brown- -that 
is,  the  first  Governor  Brown.   When  I  was  chairman  of  this 
technical  advisory  committee,  as  mentioned  last  time,  he 
attended  one  of  our  meetings.   I  wrote  him  a  letter  dated 
March  31,  1961,  thanking  him  for  his  appearance,  saying  how 
this  had  lifted  the  morale  of  the  group  tremendously,  and 
also  telling  him  how  the  new  director,  Carl  Zachrisson,  was 
proceeding  with  full  vigor  very  effectively.   (By  the  way,  I 
should  remark  that  Anderson,  the  first  director,  had 
returned  to  his  duties  at  UCLA;  he  had  been  on  leave  for  a 
year.) 

Then  1  took  the  occasion  to  mention  an  issue  that  had 
arisen  after  he'd  left  the  meeting,  and  that  is  the  issue  of 
the  responsibilities  of  this  agency.   I  said,  "One  member  of 
the  committee  spoke  very  strongly  and  cogently  on  behalf  of 
a  very  broad  approach,  and  felt  the  group  should  have  some 
involvement  in  the  overall  long-range  planning  of  the 
state."  The  governor  acknowledged  my  letter  and  said  he 
would  give  some  thought  to  this.   So  far  as  I  know,  nothing 
happened.   I  think  I  mentioned  earlier  in  one  of  our 
interviews  that  this  has  been  an  old,  old  problem- -the 
difficulties  of  doing  long-range  planning. 

Since  our  last  meeting,  I  called  up  Carl  Zachrisson,  who 
lives  in  San  Francisco,  to  check  on  this  whole  issue,  and  he 
said  that  he  had  agreed  to  serve  only  during  the  first  term 
of  Governor  Brown;  when  Brown  was  re-elected,  he  resigned. 
But  apparently,  rather  than  broadening  the  base,  the  agency 
eventually  was  tucked  away  in  the  Department  of  Finance 
someplace,  and  had  its  name  changed  and  became  less 
important  rather  than  more  important. 

I  might  say  that  this  is  an  old,  old  problem  among  the 
states.   1  doubt  if  there's  a  state  in  the  country  that  at 
some  point  has  not  had  a  so-called  economic  or  industrial 
development  agency,  and  often  it's  established  during  a 
political  campaign.   Someone  promises  big  things  in  terms  of 
development  of  jobs  and  so  on,  as  part  of  his  platform.   All 
of  these  agencies  have  had  their  ups  and  downs.   Apparently 
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Nathan: 

Grether: 

Nathan: 
Grether: 


this  one  has  been  tucked  away  under  a  different  name  in  the 
Department  of  Finance . 

This  is  a  very  important  point.   The  Department  of 
Finance  is  the  strong  department,  by  the  very  nature  of  its 
responsibilities  in  the  field  of  finance,  and  my  impression 
is  that  it's  very  jealous  of  its  responsibilities.   It  would 
be  delighted,  it  would  be  my  guess,  to  have  this  agency 
tucked  under  its  umbrella  someplace,  rather  than  developing 
very  much  momentum  of  its  own. 

I've  understood  in  recent  years  that  the  agency  has  from 
time  to  time  called  some  economists  up  for  consultation  as  a 
kind  of  informal  council  of  economic  advisors  without  really 
calling  it  such.   But  it's  done  under  the  aegis  of  this 
department  and  not  under  the  aegis  of  a  separate  agency. 

Was  this  agency  originally  appointed  by  the  governor,  or  was 
there  any  legislative  appointment? 

It  was  appointed  by  the  governor,  but  I  assume  it  had  some 
legislative  support  for  budgetary  purposes;  I'm  confident 
there  was  some  legislation. 

But  it  got  eaten  up  just  the  same? 

Oh,  yes.   This  is  no  doubt  the  story  of  Sacramento  time  and 
again- -the  ups  and  downs  in  the  bureaucracy,  so  to  speak. 
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XI   COMPETITION  POLICY,  BROAD  SPECTRUM  ANTIBIOTICS,  AND 
OTHER  CASES 


Serving  with  the  Attorney  General's  Office  (1968-1973) 


Grether:   Now  I'd  like  to  talk  about  service  with  the  Office  of  the 
Attorney  General  in  the  Department  of  Justice  on  a  major 
antitrust  case.   This  was  the  case  involving  the  broad 
spectrum  antibiotics  industry.   At  home  I  have  boxes  of 
materials.   I  brought  just  a  few  things  along,  and  my 
problem  in  this  case,  as  in  others,  is  to  try  to  be  brief. 
Yet  there's  something  very  important  that  can  be  learned 
here. 

The  states  of  the  United  States,  for  the  most  part,  have 
not  been  active  in  the  enforcement  of  the  national  economic 
policy  of  competition- -in  fact,  to  the  contrary,  especially 
in  California.   We  have  an  antitrust  law;  it's  called  the 
Cartwright  Act.   It  was  passed  in  1907  and  amended  in  1909. 
In  all  of  my  fifty  years  of  teaching,  I've  never  found  a 
single  student  who'd  ever  heard  of  the  Cartwright  Act;  it 
had  had  so  little  significance  relatively  in  the  state. 

In  California  especially,  we've  gone  in  the  other 
direction.  We've  had  special  acts  that  have  run  counter  to 
the  national  economic  policy  of  competition,  for  the  benefit 
of  farmers  or  for  retailers  or  whatnot.   Some  of  that  I 
think  got  into  some  of  my  earlier  taping.   For  the  time 
being,  I'd  merely  like  to  note  that  in  recent  years  some  of 
the  states  have  become  more  active,  but  with  a  very  curious 
motivation:   they've  discovered  there's  gold  for  the  state 
revenues  in  so-called  damage  actions  under  the  antitrust 
laws.   So  it's  become  very  common  now  for  state  governments, 
in  the  purchase  of  supplies  for  themselves  or  for  some 
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agencies  in  the  state  or  whatnot,  to  look  for  these 
opportunities  for  recovery.  Now,  the  action  was  taken  with 
respect  to  the  five  major  producers  of  broad  spectrum 
antibiotics --Pfizer  and  others;  the  case  is  called  Pfizer  et 


Nathan:   Could  you  just  indicate  what  broad  spectrum  antibiotics  are? 

Grether:   Yes.   Those  are  the  antibiotics,  as  opposed  to  narrow 

spectrum  and  so  on,  that  have  a  very  broad  range  of  impact 
and  were  tremendously  important  in  the  development  of 
Pharmaceuticals.   Therefore,  while  it  turns  out  that  they 
were  held  narrowly,  they  became  an  enormous  source  of 
income,  you  see,  for  the  small  number  of  manufacturers  who 
through  patents  and  licensing  were  able  to  hold  them 
narrowly. 

I  find  that  1  was  involved  in  this  case  for  the  attorney 
general's  office  from  the  spring  of  1968  to  the  summer  of 
1973.   This,  by  the  way,  is  typical  of  these  cases. 

Nathan:   They  go  on  that  long? 

Grether:   Oh,  this  is  short.   This  case  would  still  be  going  on, 

except  it  was  settled  out  of  court.   Antitrust  cases  often 
take  years.   They're  very  complex  cases,  and  the  stakes,  you 
see,  are  so  high.   In  this  case  the  stakes  were  up  in  the 
hundreds  of  millions  potentially.   I've  served  in  other 
cases  which,  if  we  have  time,  we  could  talk  about,  where  the 
same  thing  is  true.   Therefore,  sometimes  there's  a  good 
reason  for  delay,  because  in  the  meantime  the  interest  on 
what  would  be  involved  in  the  payment  if  the  case  is  lost 
will  itself  more  than  pay  the  cost  of  it.   Or  if  the  action 
can  be  continued,  for  example- -suppose  there's  a  price 
conspiracy  that  continues;  the  return  out  of  that  action  may 
more  than  pay  the  cost.   This  is  an  exceedingly  important 
and  interesting  area. 

Now  I  want  to  indicate  in  the  first  place  what  this  is 
all  about,  and  it's  very  difficult.   I  might  say  there  is  an 
enormous  bibliography  in  this  area  because  the  drug  and 
pharmaceutical  industry  has  been  investigated  and  re- 
investigated.   You'll  probably  recall  the  [Senator  Estes] 
Kefauver  hearings,  but  there  have  been  other  hearings. 

In  this  particular  situation  there  was,  to  all  intents 
and  purposes,  a  price  conspiracy.   Now,  when  a  price 
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conspiracy  is  established,  then  the  case  is  over.   That's  a 
so-called  "per  se  violation"  under  the  antitrust  laws.   In 
this  case  the  conspiracy  allegedly,  and  apparently,  in  fact 
(only  there's  still  some  doubt  about  that  because  there's 
always  a  shifting  around,  and  there  was  another  case  a  year 
ago  that  raised  some  questions)  involved  fraud  in  the 
obtaining  of  a  patent,  and  this  provided  the  basis  of  the 
conspiracy.  But,  as  I  say,  we  must  be  careful  here  because 
there  are  some  very  powerful  firms  and  law  firms ••Wall 
Street  law  firms --involved  here,  and  there's  always  a 
considerable  amount  of  difference  of  opinion. 


California's  Case 


Grether:   In  any  event,  there  was  a  national  case  against  these  firms. 
They  offered  to  settle  for,  as  I  recall,  $130  million,  of 
which  California's  amount  would  have  been  $10.8  million. 
Now,  California  and  a  few  other  states  refused  to  settle. 
That  produced  a  case  upon  which  I  worked  off  and  on  for 
these  five  years  and  which  was  finally  settled  last  year. 
The  final  settlement  was  for  $28  million  for  California. 

The  state,  during  this  process,  had  an  outlay  of  about  a 
million  dollars  in  costs.   That's  known  because  the  $28 
million  included  the  million  dollars  of  costs  involved. 
These  costs  vary  greatly,  for  example,  for  the  work  of  the 
Computer  Science  Corporation  which  did  the  computer  work; 
it's  an  enormously  complex  business  to  get  the  basic  data. 

I  should  make  clear  what  the  case  was  about.   Basic  to 
that  was  the  estimate  of  the  damages.   This  is  part  of  the 
excitement  of  the  case.   Before  I  get  into  this,  I'd  like  to 
read  a  couple  of  paragraphs- -a  letter  of  mine,  dated 
July  11,  1968,  from  Seely  Lake,  Montana,  when  I  received  a 
contract  to  sign  from  Deputy  Attorney  General  Robert  E. 
Murphy.   This  I  think  is  important  because  it  states  very 
clearly  my  whole  position  on  these  cases. 


I  should  like  to  make  my  own  position  clear.   I 
do  not  now  and  have  never  sought  involvement  in 
antitrust  cases.  I  am  not  a  research  or 
consulting  "entrepreneur."   In  each  case  in 
which  I  participated  as  a  consultant,  my 
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services  have  been  sought  by  the  parties.   When 
I  have  agreed  to  participate,  the  decision  was 
made  not  in  terms  of  the  size  of  the  fee,  but  in 
terms  of  whether  the  problem,  analytically,  was 
interesting  to  me  and  fitted  into  my  own 
research  and  writing  plans.   I  have  found  that 
the  empirical  knowledge  gained  by  advising  on 
important  cases  was  enormously  helpful  to  me  in 
my  academic  scholarly  research  and  writing,  and 
vice  versa. 


(They  were  consulting  other  people,  too,  you  see.) 


In  the  present  instance,  I  would  be  pleased  to 
participate  with  the  group  of  Preston, 
Lanzilotti  et  al . ,  but  do  not  wish  the  major 
responsibility  in  view  of  alternative 
responsibilities  and  opportunities,  including  my 
own  research  and  writing.   Furthermore,  Lee 
Preston's  participation  and  leadership  is  highly 
important  to  my  own  availability. 


He  was  on  our  faculty  then,  and  his  availability  would 
simplify  things  for  me,  because  I  did  not  want  to  become 
overwhelmed;  I  had  other  things  that  I  wanted  to  do  also. 

We  went  ahead  on  that  basis.   But  in  the  meantime, 
Preston  was  transferred  to  the  University  of  Buffalo,  where 
they  gave  him  the  chair  professorship  that  he  couldn't 
resist  [laughing],  and  Lanzilotti  became  the  dean  down  at 
Florida.   But  in  any  event,  we  continued.   For  instance, 
George  Kuznetz  of  agricultural  economics  worked  with  us, 
because  we  had  some  very  difficult  statistical  problems  and 
he  was  the  advisor  in  that  area. 

I  don't  think  we  should  get  down  to  the  details  of  this 
case,  because  that  would  be  very  difficult.   But  there  are 
some  things  that  I  think  are  worth  mentioning. 
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AlleEation  of  Price  Conspiracy 


Nathan:   I  hope  that  you  will  speak  a  little  bit  about  the 

competition  aspect,  which  I  gather  has  been  a  continuing 
interest  of  yours. 

Grether:  Yes.   Veil,  here's  a  case  where  price  conspiracy  was 

alleged.  Therefore  competition  disappeared.   In  fact,  there 
was  a  period  of  nine  years  when  the  prices  of  these  products 
held  relatively  stable.  Also  nine  years  when,  through  a 
licensing  procedure,  people  waiting  to  come  into  this  area 
of  high  profits  could  not  enter,  you  see. 

Nathan:   I  see.   Everybody  was  selling  for  the  same  price- -this  was 
part  of  the  conspiracy? 

Grether:  Yes.  A  uniformity  of  prices.   This  is  much  more  complex 
than  it  sounds,  although  you  can  put  it  that  way,  because 
there  were  variations  for  different  types  of  buyers,  like 
hospitals  or  government  agencies,  or  ordinary  people,  buying 
through  drugstores.  This  is  why  the  collecting  of  the  data 
was  very  difficult  and  why  always  in  these  cases  the 
manipulation  of  the  data  and  finally  presenting  results  in 
some  form  or  other  is  a  very  difficult  and  time-consuming 
process.   In  this  case,  it's  important  to  realize  that  these 
are  branded  products;  each  firm  has  its  own  brand.   In  other 
words,  technically  it's  in  the  area  of  differentiated 
oligopoly;  that's  a  small  number  of  firms  with  branded 
products  but  which  are  definitely  in  competition  with  each 

other. 

rx 

To  me,  one  of  the  most  interesting  aspects  of  this  case 
was  the  fact  that  it  was  tried  in  Minneapolis,  while  there 
were  other  states  involved  and  government  agencies  and 
insurance  companies.   Even  though  it  was  a  residuum  of  the 
national  case,  it  was  still  a  big,  complex  case.   Although 
California  is  out,  there  are  a  small  number  of  people  going 
forward  apparently  to  trial  in  this  case.   But  California  is 
out  of  it  now. 

The  judge  is  a  man  named  Lord,  based  in  Minneapolis. 
Nathan:   This  was  a  federal  court? 

Grether:  Yes.   And  he'd  been  a  Department  of  Justice  attorney  at  one 
time,  so  he'd  seen  the  other  side  of  this  business.   (And, 
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by  the  way,  the  defendants  were  very  suspicious  of  him 
because  of  his  previous  experience  in  the  field,  and  also 
because  he  took  very  strong  positions.) 


Help  on  Economic  Aspects 


Grether:  He  called  the  defendants  together  and  asked  them  to  bring 
their  economists  to  Minneapolis.   I  was  there  also.   In 
these  cases  the  tendency,  if  they're  big,  important  firms, 
is  to  each  have  their  own  economist,  their  own  lawyers.   It 
gets  to  be  quite  a  battery  of  people.   That  was  true  in  this 
case.   The  judge  said,  "I  do  not  intend  to  ruin  my  career 
and  my  health  in  this  case.   Therefore,  I  am  appointing  two 
University  of  Minnesota  professors  to  act  for  me  on  the 
economic  aspects" --which  would  be  very  difficult,  because 
these  analyses  are  very  complex.   He  did  this.   Of  course, 
the  defendants  didn't  like  this  at  all.   The  defendants 
especially  never  liked  the  judge  to  have  his  own 
intermediary.   It's  very  common,  by  the  way- -increasingly 
common- -for  the  courts  to  employ  their  own  economists  to 
work  with  them  to  try  to  help  sift  the  material  and  guide 
them  in  handling  the  voluminous  evidence  that  appears  in 
these  cases.   Well,  this  occurred. 

Then  later  on  we  had  a  meeting  of  the  economists,  with 
these  two  Minnesota  professors,  without  the  judge  present. 
I  well  recall  that  meeting  because  I  acted  informally  as  the 
chairman  of  our  group,  and  the  other  people  had  as  their 
chairman  Jesse  Markham,  a  good  friend  of  mine  from  Harvard. 
The  other  side  had  a  lot  of  big  names  in  the  field  of 
industrial  organization  representing  them,  and  here  we  had 
our  group.   It  was  a  very  interesting,  amusing  experience  in 
many  ways,  especially  because  all  of  us  had  written  in  this 
field  and  we  knew  each  other's  positions.   This  happens 
quite  frequently  in  these  cases --that  you'll  have  scholars 
who  are  employed  as  expert  witnesses  to  advise,  and  it's  a 
very  interesting  play  of  interrelationships.   I  don't  think 
it's  worth  our  trouble  here  to  go  into  detail,  unless  you 
would  like  to. 

We  came  up  with  a  very  fine  piece  of  analysis,  I  think, 
and  we  came  up  with  some  results.   Our  results  would  suggest 
a  much  higher  damage  return  than  was  finally  negotiated- - 
maybe  like  $60  million  rather  than  the  $28  million  that 
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appeared,  although  you  could  get  almost  any  figure  you 
wanted,  depending  upon  some  of  the  variables  involved  here. 
The  State  of  California  finally  negotiated  the  settlement, 
and  the  same  people  went  on  to  other  things .   The  first 
thing  that  interested  me  was  the  attitude  of  the  court  and 
the  endeavor  of  the  court  to  protect  itself  from  being 
overwhelmed.   This  is  a  very  important  issue.   Kaysen  and 
Turner,  who  wrote  a  book  on  antitrust  policy  back  in  the 
fifties,  then  recommended  there  ought  to  be  special  courts 
for  this  purpose . 

For  instance,  take  the  current  IBM  case  in  New  York 
City.   That  will  probably  be- -if  it  goes  through  the  whole 
trial- -a  landmark  case  in  American  history  in  the  antitrust 
field  because  it  will  try,  among  other  things,  to  decide 
how,  if  at  all,  antitrust  must  be  modified  from  its  common 
law  basis  in  petty  trade  to  its  application  to  giant, 
successful  corporations  like  IBM.   So  it's  going  to  be  a 
landmark  case . 

The  judge  there- -Edelstein- -so  I  read,  has  a  thousand 
cases  on  his  docket.   This  case  itself  will  go  on  for 
probably  a  number  of  years.   It's  an  enormously  difficult 
thing.   The  IBM  case  involves  so  many  documents.   I 
understand  they  have  a  special  building  and  special  staff  to 
accumulate  these  documents  that  will  be  used.   From  this 
you'll  get  hundreds  of  exhibits,  and  the  testimony  of  many 
people  in  the  record  will  become  more  and  more  complex,  and 
the  poor  judge  sits  there  seeing  this  stuff  accumulate.   At 
some  point  he's  got  to  make  a  decision. 

Then,  if  it's  a  criminal  case,  there'll  be  a  jury  of 
ordinary  people  who  will  have  no  background  at  all,  who've 
got  finally  to  try  to  reach  some  kind  of  a  reasonable 
conclusion.   So  it's  really  a  tremendous  problem  in  American 
jurisprudence  as  to  how  to  handle  cases  when  there's  so  much 
at  stake.   Literally  hundreds  of  millions  of  dollars, 
sometimes  billions  of  dollars,  are  involved  in  these  cases. 


Wall  Street  vs.  Government  Lawyers 


Grether:   The  second  thing  that  interested  me  in  this  case  was  the 

contrast  between  the  legal  staff  on  the  two  sides,  and  this 
is  very  typical.   Each  of  these  firms  was  represented  by  one 
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or  more  leading,  usually  Wall  Street,  law  firms.  Their 
lawyers  came  along,  dressed  very  conservatively,  very  able, 
often  big  names  or  young  men  working  with  the  big  names. 

We  had,  representing  the  attorney  general's  office, 
Robert  Murphy,  to  begin  with,  and  he  left  the  agency.   So  a 
young  man  named  Mike  Spiegel  was  named.   The  contrast  was 
unbelievable.   Here  was  a  young  man,  relatively  immature, 
given  this  enormous  authority.  This  is  one  reason  that  many 
people --young  lawyers --will  start  out  with  the  government, 
because  very  quickly  they  can  get  enormous  responsibility. 

But  it's  even  deeper  than  this.  Mike  Spiegel  happens  to 
be  a  man  of  a  flamboyant  disposition,  both  in  dress  and 
manner.  He  came  into  this  courtroom  with  his  checkered  knit 
pants,  his  loud  tie,  and  his  long  hair  and  all  the  rest  of 
it,  and  his  outgoing  manner.   Here  were  these  Wall  Street 
lawyers  [laughing]  dressed  in  the  most  conservative  style. 
It  was  an  amazing  thing  to  see  the  play  of  this.   It 
reminded  me  of  what  I  observed  years  ago  in  the  labor  field 
with  the  young  lawyers.   They  came  along  out  of  the  law 
schools,  very  quickly  got  in  against  the  corporation  lawyers 
in  labor  cases,  and  time  and  again  beat  them  badly.   It's 
the  same  type  of  thing. 

In  fact,  often,  of  course,  the  Department  of  Justice, 
the  Federal  Trade  Commission,  and  the  state  agencies  become 
training  schools  for  lawyers  for  the  private  side.   They 
come  in,  earn  their  spurs  here,  and  move  along,  unless 
they're  zealots  and  prefer  to  stay  on  the  side  of  the  state. 

Now,  there's  a  problem,  Harriet,  of  what  we  should  do-- 
whether  we  should  stop  here.   This  indicates  some  aspects, 
very  briefly,  of  this  case,  but  very  little  of  the  analysis, 
because  that  would  be  a  very  large  order  to  put  that  on  the 
record.   I  have  this  available  in  my  files,  if  at  some  point 
it  seems  desirable  in  the  future.   Do  you  think  this  will  be 
adequate? 

Nathan:    I  think  it's  a  good  clue  to  what  you  were  doing,  and  it's 

very  tempting  to  go  in  deeply,  but  I  do  appreciate  the  boxes 
of  material. 
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Fair  Trade  and  the  Drug  Industry 


Nathan:   One  question:  Do  I  remember  correctly  that  one  of  your  very 
early  papers  had  to  do  with  pricing  in  drugstores? 

Grether:   Yes.   That's  a  good  question.  My  work  on  fair  trade  also 
involved  the  drug  industry.   In  fact,  the  next  thing  we'll 
look  at  is  the  recent  hearings  in  this  field.   So  I  had  an 
early  background  of  experience ,  not  only  in  this  country  but 
in  England,  where  I  made  some  investigations. 

The  drug  and  pharmaceutical  industries  are  very 
important.  They  were  leaders  in  the  whole  resale  price 
maintenance,  or  fair  trade  area.  The  reason  is  important  in 
terms  of  this  case  also:   the  manufacturing  costs  of  drugs 
and  Pharmaceuticals  are  relatively  minor  compared  to  the 
selling  price.   I  want  to  be  careful;  that  doesn't  mean  that 
they're  necessarily  over-priced,  but  there  is  a  big  gap. 
This  gap  tends  to  be  filled  either  by  high  promotional 
packaging  and  other  costs,  or  finally  there's  a  substantial 
profit  margin  both  in  retail  and  wholesale  trades.   For  the 
manufacturers,  these  tend  to  be  areas  of  high  and  stable 
profits. 

In  fact,  I  saw  the  other  day  that  an  investment  problem 
in  this  country  arises  out  of  the  fact  that  all  of  the 
mutual  funds  are  loaded  with  the  drug  stocks,  and  they  tend, 
therefore,  to  have  very  high  price  earnings  multiples 
because  they  have  been  recognizably  strong  investments. 
They  don't  pay  very  much  in  terms  of  the  current  market  rate 
compared  to  some  other  stocks,  but  they  are  so  stable  that 
they  tend  to  have  an  expanding  market  value,  often  even 
counter-cyclical,  running  against  the  market  trend,  because 
there  is  a  strong  base  there.   Especially  in  recent  years 
there's  been  the  expansion  of  new  products- -product 
innovation.   A  very  important  factor  here  has  been  the 
entrance  of  the  Federal  Drug  Administration  to  this  area. 
That  has  slowed  down  the  rate  of  innovation  in  drug 
products,  because  now  you  cannot  introduce  a  new  product  on 
the  national  market  without  the  approval  of  the  FDA,  and 
this  means  presenting  to  them  the  evidence  they  require  as 
to  efficacy  and  so  on. 

I  was  visiting  in  one  drug  house  in  Philadelphia  a  few 
years  ago  in  connection  with  the  Marketing  Science  Institute 
board  of  trustees,  and  they  showed  me  a  panel  of  material, 
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oh,  I  would  judge  ten  or  twelve  feet  long,  lined  up,  ready 
to  go  to  the  FDA  for  information  required  as  the  basis  for  a 
request  to  introduce  a  new  drug  product.   So  this  type  of 
government  regulation  has  tended  to  slow  down  the' rate  of 
innovation,  but  even  so  there  is  some.   And  also,  the  facts 
of  life  are  that  these  tend  to  be  high-gross  margin,  high- 
profit  areas,  compared  to  many  other  types  of  industries. 


Dominance  of  National  Manufacturing  Firms  and  Branded  Goods 


Grether:  To  go  back  to  price  maintenance,  why  were  the  drug  and 

pharmaceutical  people  so  involved  here?  Well,  part  of  it 
again  was  this  high  margin  business,  an  area  in  contrast  to 
foods,  where  the  margins  tend  to  be  small.   But  also  the 
transition  from  the  little  apothecary  shop,  where  things 
were  mixed  locally,  to  national  manufacturing  and  brand 
promotional  packaging  changed  the  whole  nature  of  the  retail 
end  of  the  business.   Instead  of  the  local  apothecary  who 
did  the  mixing  to  fill  a  prescription,  you  now  had  branded 
products.   He  would  reach  to  the  shelf  and  get  the 
appropriate  bottle  or  package  and  fill  the  prescription. 
The  result  was  that  the  tune  was  called  not  by  these  local 
professionals  working  with  doctors,  but  by  national 
manufacturing  firms. 

Modern  advertising  in  this  country  got  its  biggest 
initial  run,  and  we  learned  more  about  promotional 
possibilities  of  modern  advertising  in  proprietary  drugs -- 
so-called  patent  medicines- -back  in  the  1870s.   They  were 
the  products  that  tended  to  be  advertised,  and  often  in  the 
religious  periodicals,  which  were  more  important  relatively 
then.   There's  a  lot  of  human  interest,  and  there  are  two  or 
three  very  good  books  in  this  field. 

When  this  happened- -when  the  manufacturers  took  over  the 
promotion  and  the  development  of  drug  products  and  this 
replaced  the  local  professional  apothecary- -it  made  him  a 
merchandiser  rather  than  a  professional  in  the  original  and 
true  sense.   This  is  why  these  people,  then,  became  such 
ardent  advocates  for  resale  price  maintenance,  because  they 
wanted  to  protect  their  margins.   Formerly,  as 
professionals,  there  was  no  problem;  but  now,  since  they 
were  selling  branded  goods,  they  insisted  that  the 
manufacturers  guarantee  their  margins,  because  price  cutting 


258 


got  to  be  a  very  important  factor,  especially  during  the 
Depression.  When  we  get  into  the  fair  trade  hearings,  I'll 
pick  this  up  again.  This  was  one  phase  in  terms  of  retail 
price  maintenance. 

By  the  way,  the  initial  forces  here  were  in  the  book 
publishing  industry.   I  think  I  mentioned  that.   They  go 
back  to  the  1850s  in  England.  They  were  proprietary 
products  because  they  were  copyrighted,  and  it  was  possible, 
therefore,  to  promote  them.   There's  always,  therefore,  a 
problem  of  balance  of  the  relationships,  or  if  you  wish,  the 
division  of  the  market  pie  between  the  book  sellers  and  the 
publishers  and  the  authors.   The  booksellers  tried  to  reach 
an  understanding  that  would  maintain  prices  and  remove 
discounts  and  protect  their  margins.   I  think  1  mentioned 
some  very  prominent  citizens  opposed  to  this- -Charles 
Dickens,  Gladstone,  and  John  Stuart  Mill.   So  that  effort 
failed.   Then  in  1890  it  came  along  again,  using  Alfred 
Marshall's  principles  of  economics  as  a  test  case.   Ve'll 
get  into  that  when  we  look  into  fair  trade. 

Nathan:   Very  good.   Perhaps  one  other  item,  if  you  think  it's  worth 
discussing:   Brand  names  versus  generic  drugs --is  this  a 
part  of  this  problem? 

Grether:  Yes.  That  appears  in  the  next  folder;  although  I  didn't 

plan  to  discuss  it,  I  can.   It's  very  prominent  again  right 
now.   Perhaps  you  noticed  the  whole  discussion  of 
advertising  on  the  part  of  prescription  pharmacists  and  so 
on.   The  issue  of  brand  names  versus  generic  prescription 
is,  "Must  the  druggist- -the  pharmaceutical  outfit,  the 
drugstore,  or  the  pharmacist--"  (they  always  have  to  have  a 
registered  pharmacist  in  the  drugstore,  by  the  way)  "when 
he's  filling  prescriptions,  use  a  particular  brand,  or  can 
he  use  another  brand  that's  the  same?" 

Aspirin  is  a  very  good  example.   Are  all  aspirins 
aspirin,  or  is  there  some  special  quality  that  Bayer's 
aspirin  has?  This  is  true  in  many  fields.   It  is  still  an 
unsettled  issue.   That  is,  often  it's  very  subtle,  but  most 
of  the  American  public  will  pay  a  premium  to  get  Bayer's 
aspirin.   The  people  in  the  Consumers  Union  will  say  it 
isn't  necessary- -that  a  big  bottle  bought  at  the  Safeway 
store  at  a  much  lower  price  is  aspirin  of  the  same  quality. 
Bayer's  people  deny  that  and  other  people  will  deny  it. 
It's  a  continuing  battle.   My  guess  is  that  a  lot  depends 
upon  the  purposes.   For  most  purposes  the  lower  priced 
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products  that  are  generically  in  the  same  field  are 
adequate,  but  there  may  be  some  cases  where  a  certain  type 
of  protection  is  needed. 

I  heard  an  example,  by  the  way,  from  the  former 
chancellor  of  the  UC  Medical  School  about  this.  He  told  me 
of  a  horrendous  case  of  where  in  the  hospital  they're 
required  to  use  the  lowest  priced  product  available,  buying 
it  on  a  bulk  basis.  The  hospitals  are  doing  this.   I've 
forgotten  what  the  product  was  now,  but  apparently  it  had 
become  contaminated  in  handling.   It  was  given  to  babies, 
and  babies  began  developing  symptoms  of  puberty  because  of 
the  contamination  in  the  handling  process.   This,  I  assume, 
was  a  very  unusual  case,  but  it  does  indicate  that  there  are 
some  problems  here  in  trying  to  jump  from  bulk  products  to 
use  in  the  particular  situations.   Is  it  worth  the 
differential?  Probably  in  most  cases  not. 


Conscious  Parallelism  or  Independent  Judgment 


Grether:   If  we  take  just  a  minute  here  to  think  of  another  aspect  of 
this  in  these  cases,  in  this  instance  there  were  five  firms; 
that's  a  so-called  oligopoly.   Whenever  a  price  agreement  is 
charged  in  a  case  of  oligopoly,  there  is  the  legal  issue  so- 
called  of  conscious  parallelism.   In  terms  of  economics 
analysis  there's  the  issue  of  what  you  might  call  implicit 
agreements,  where  the  firms  recognize  their  interdependence 
and  behave  as  if  they  had  an  agreement.   Sometimes  this  is 
called  shared  monopoly. 

Now,  under  American  antitrust  law  to  this  point,  when 
firms  are  independent  and  behave  independently,  but  because 
they  recognize  their  interdependence  they  behave  as  if  they 
were  in  agreement,  you  can't  really  charge  agreement  if 
behavior  was  entirely  independent.   This  was  involved  in 
this  case,  or  would  have  been  except  for  the  alleged  fraud 
in  getting  the  patent. 

I  found  in  the  earlier  materials  that  in  the  first  phase 
this  was  argued,  "No,  this  is  independent  behavior.   Each  of 
us  did  this  because  it  was  best  for  our  business.  We  didn't 
have  an  agreement,  but  we  realized  that  if  we  reduced  the 
price,  a  competitor  would  reduce  the  price.   So  it  was  to 
our  best  interest  not  to  reduce  the  price."  If  it  was 


260 


entirely  a  matter  of  independent  Judgment- -it  turned  out  at 
our  analysis  (I  didn't  plan  to  go  into  this)  that  Lee 
Preston  developed  what  we  called  a  waterfall  type  of 
analysis:   since  these  are  branded  goods,  they  would  not  be 
expected  all  to  hit  the  same  point;  there 'd  be  some 
diversion,  differentiation,  between  them  in  their  prices, 
since  they  were  separate  brands.   (This  is  rather  acute,  I 
thought,  in  terms  of  the  analysis).  But  it's  a  very 


important  aspect  in  these  cases . 
it  will  pop  up  time  and  again. 


If  we  look  at  any  others, 


Nathan:   The  kind  of  circumstantial  evidence? 

Grether:  When  the  experts  have  to  interpret  the  significance  of  the 
evidence.   In  other  words,  suppose  you  can't  prove 
agreement,  but  it  looks  as  if  there  was.   Then  you'd  get 
this  enormous  argument:   it's  entirely  a  matter  of  an 
independent  business  decision. 

By  the  way,  there's  another  aspect  of  this  I  might 
mention  so  we  have  it  on  the  record.   When  you  get  into  the 
area  of  estimating  the  damages,  then  it's  necessary  to  use 
the  so-called  "but  for,"  or  sometimes  it's  called  the  "as 
if"  analysis.   In  other  words,  here  was  the  price  record  and 
conspiracy  is  charged.   Now  conspiracy  is  established.   Then 
the  issue  is,  what  were  the  damages?   Then  you've  got  to 
reconstruct  the  price  in  terms  of  what  it  would  have  been 
"but  for"  the  conspiracy. 

Nathan:  I  see. 

Grether:  And  this  is  when  these  cases  usually  get  very  difficult. 

Nathan:  These  cases  are  certainly  fascinating. 

Grether:  Yes. 


Cases  that  Grow:  and  Economic  Analysis^/ 


Grether:  There  are  some  federal  cases --insurance  companies.  These 
cases  tend  to  pick  up  momentum  and  numbers  of  participants 
as  they  advance.   For  instance,  there  was  a  little  local 
case  in  which  I  did  some  work  a  few  years  ago  in  gypsum 
wallboard--just  a  local  case.   It  blew  itself  up  into  a  big 


261 


national  case  before  it  was  settled, 
when  you  start. 


But  you  never  know 


For  instance,  I  have  at  home  in  my  study  now  some 
materials  on  a  case  of  the  asphalt  industry  stacked  up  like 
cord  wood.   This  began  several  years  ago  in  a  little  sub- 
market  for  one  oil  company  in  Oregon  in  the  Klamath  area.   I 
was  asked  to  look  at  it,  and  I  did.  Gradually,  other  firms 
and  other  areas  got  into  it,  until  finally  it  got  to  be  a 
major  case  involving  the  Western  states.   It  was  settled 
recently  also  and,  by  the  way,  the  same  attorney- -Mike 
Spiegel --was  on  the  state's  side.   In  this  case  I  had  no 
involvement  with  the  state  because  I  had  done  some  previous 
work  on  the  private  side.   So  obviously  I  couldn't,  although 
I  was  asked  if  I'd  like  to  work  on  the  state  side. 

I'd  been  looking  at  the  materials  for  the  defendants  as 
the  case  came  along.   It's  an  amazing  thing  to  see  how  these 
materials  accumulate.   They're  stacked  up  like  this 
[gestures]  in  my  study.   I'll  be  glad  to  get  them  stored 
away  in  the  basement  someplace  so  I  can  get  some  more  room. 

Nathan:    Do  you  have  any  preference  about  working,  let's  say,  on  the 
government  side  or  on  the  private  industry  side?  Do  you 
have  any  innate  tendency  to  prefer  one  side  or  the  other? 

Grether:   I  think  I  mentioned  earlier  that  since  I'm  in  a  public 

institution,  I  feel  I  have  an  obligation  for  public  service. 
That  might  give  a  bias,  but  professionally,  no.   That's  why 
I  wanted  to  put  these  two  paragraphs  in  the  record.   So  far 
as  I'm  concerned,  if  it  interests  me  and  it's  understood 
that  I'm  behaving  as  a  professional,  I'll  make  the  analysis, 
and  whether  it's  helpful  or  not,  that's  for  the  parties  to 
decide;  that's  my  position.   I've  done  more  work  on  the 
private  side  over  the  years  than  the  public  side,  although 
when  we  get  into  my  federal  experience  you'll  find  some  very 
interesting  and  important  things  developing  there,  because  I 
was  an  economic  consultant  to  the  Department  of  Justice  one 
time  in  terms  of  policy  analysis. 

My  feeling  is  that  I'm  a  professional,  and  that  I  always 
learn  something  from  these  cases  as  long  as  they  fit  into  my 
scheme  of  things.   I've  always  told  my  colleagues  here  that 
I  think  it's  a  mistake  to  organize  a  firm  or  go  seeking 
business.   In  many  universities  this  is  done,  and  in  parts 
of  this  University.   That  is,  I  think  I  mentioned 
architecture;  they  all  have  involvement  with  their  own  firms 
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or  with  other  firms.   I've  always  suggested  to  our  faculty 
that  this  should  not  be  done.  Occasionally,  some  people 
will  take  a  position  in  some  one  of  the  consulting  firms 
like  Stanford  Research  or  Arthur  D.  Little  or  whatnot.   I've 
stayed  away  from  all  of  that.  Arthur  D.  Little  asked  me 
there  one  time.   I  talked  to  them,  and  I  said  no.   I'd  much 
rather  keep  my  independence .   Therefore ,  when  a  case  comes 
along  I  have  no  obligation  to  make  my  services  available 
unless  it  interests  me  at  the  time.   I  could  give  you  some 
beautiful  examples  of  this  problem  (if  we  have  time,  and 
maybe  it'll  come  up  in  the  future  sometime),  where  I  was 
writing  a  book  and  didn't  want  to  be  bothered.   So  I  said, 
"No,  I  just  won't  do  this." 

Nathan:   Do  you  have  to  decide  who  are  the  good  guys  and  who  are  the 
bad  guys? 

Grether:   I'm  glad  you  mentioned  that.   This  is  something  I  tell  my 

students,  and  this  is,  I  think,  very  important.   These  cases 
are  handled  by  lawyers,  always.   You're  in  a  legal  area  now. 
The  economist  is  brought  in  merely  because  there's  some 
economic  analysis  that  these  lawyers  need.   The  lawyers  are 
trained  in  an  adversary  procedure.   Whether  they  are  on  the 
private  side  or  public  side,  their  job  is  to  win  the  case 
for  their  client. 

This  creates  a  difficulty  for  the  economist,  because  I 
do  not  take  that  view.   My  job  is  not  to  win  the  case;  my 
job  is  to  make  the  analysis.   There  is  an  economic  analysis 
of  competition;  it's  decades  old.   The  economist  does  have 
something  to  offer.  Now,  whether  it  serves  the  interest  of 
the  lawyers  concerning  the  given  case ,  the  precedents  and  so 
on,  is  for  the  lawyer  to  decide.   So  I've  always  said  to  the 
lawyers,  "I  appreciate  that  you're  in  charge  of  the  case, 
and  I  give  you  my  analysis  as  an  economist.   If  it  is  not 
helpful,  you  can  discard  it."  This  works  very  well. 

You  see,  there  is  a  problem  when  you  get  into  economic 
analysis  in  relation  to  these  cases  of  making  economic 
analysis  operational.   I  have  a  very  good  friend,  Mark 
Masse 1,  who  will  be  here  shortly.   He's  written  a  book  on 
competition  monopoly  under  the  auspices  of  the  Brookings 
Institution.   He  was  a  practicing  attorney  in  the  antitrust 
field  and  very  successful  in  Chicago,  and  then  decided  to 
become  a  scholar  and  joined  the  Brookings  staff  for  a  while. 
He  makes  it  very  clear  that  there  is  this  problem  of  making 
the  level  of  economic  analysis  "operational."  The  final 
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decision  as  to  whether  it's  useful  is  for  the  lawyer  in 
terms  of  the  theory  and  the  strategy  of  the  case.   To  me, 
this  is  one  of  the  most  intriguing  aspects  of  it  all,  to  see 
what  the  lawyer's  final  decision  is- -whether  he  feels  it's 
useful. 


Dealing  Directly  with  Manazement 


Grether:  Let's  give  an  example,  because  it's  so  appropriate  here.   I 
was  called  into  discussion  on  a  case  in  New  York  City  about 
two  years  ago,  a  case  that's  still  in  process,  where  I  did 
some  preliminary  work.   It's  clear  that  the  price  record  is 
going  to  be  very  important  in  this  case.   It  is  clear,  too, 
that  they  anticipated  that  the  Department  of  Justice  would 
depose  retired  executives;  this  case  goes  back  a  number  of 
years,  and  the  people  who  were  in  charge  during  it  had 
retired.   It  was  clear  that  those  people  would  be  deposed 
and  they'd  be  asked  questions  about  why  they  made  certain 
decisions.   It  would  involve  this  issue  of  conscious 
parallelism:   Could  they  find  any  evidence  of  agreement,  or 
were  these  decisions  entirely  independent? 

You'll  be  amused  by  this.   I  suggested,  "I'm  about  to  go 
through  an  oral  history  procedure;  why  don't  you  put  these 
executives  through  the  oral  history  approach?   They'd  be 
complimented.  You  can  tell  them  it'll  be  on  the  shelf  in 
the  lore  of  the  firm,  and  you'll  be  preparing  them,  you  see, 
in  this  way  for  the  case . "   I  thought  I  was  winning  this , 
until  one  lawyer  said  very  quietly,  "Don't  forget  we  are 
adversaries.  We're  supposed  to  win  this  case." 

In  other  words,  he  was  afraid  that  something  would  turn 
up  that  would  not  be  helpful,  you  see.   This  is  something 
that's  always  bothered  me--the  fact  that  the  lawyer 
interposes  himself  between  the  management,  the  executives 
who  make  the  decision,  and  the  court.  My  guess  is  that 
quite  frequently  the  lawyers  at  that  point  are  too  highly 
sensitized;  they  should  turn  the  executives  loose  more, 
allow  them  really  to  explain  why  they  did  things  from  a 
business  standpoint.  This  would  be  very  refreshing  to  the 
court,  but  the  lawyers  always  try  to  fit  it  back  into  these 
precedents  that  they  think  are  important  for  the  case. 
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I  try,  when  I  get  involved,  to  see  if  I  can't  deal 
directly  with  the  management.   I  can  talk  their  language;  we 
get  along  very  well.  The  lawyers  sometimes  don't  like  that 
at  all.  They  shift  the  evidence  in  relation  to  what  they 
think  is  required  in  the  handling  of  the  case. 


Nathan:   Very  interesting. 


The  Search  for  the  Untold  Storv 


Grether:   I  would  like  to  be  able  to  write  a  paper  on  this  sometime, 
but  I  don't  quite  know  how  to  do  it.   I'm  sure  there's 
something  exceedingly  important  here.   For  example  (I  hadn't 
planned  to  discuss  this  at  all),  one  of  the  biggest  cases  1 
was  involved  in  was  in  the  western  pipe  industry.   In  this 
case  there  had  been  a  conspiracy;  that  was  admitted. 
Therefore,  the  case  involved  the  size  of  damages.   Each  of 
the  firms --big  firms:   U.S.  Steel,  Kaiser,  and  so  on- -each 
had  their  own  economists  and  lawyers,  and  I  was  kind  of  the 
chairman  of  the  board.   Here  was  Corwin  Edwards  representing 
one  group;  he  was  then  at  the  University  of  Oregon,  a 
leading  name  in  the  antitrust  field.  Jesse  Markham  from 
Harvard,  and  so  on.   I  was  sort  of  the  coordinating  chairman 
of  the  whole  group  in  this  analysis. 

As  I  got  into  this,  I  had  the  feeling  that  they  really 
hadn't  gotten  the  story  here.   For  instance,  there  was 
living  in  this  area  a  man  I  never  got  to  talk  to,  a  very 
fine  citizen  who  had  participated  in  this  conspiracy- -and 
there  had  been  a  conspiracy.   Now  why,  why  did  they  allow 
themselves  to  do  this- -often  very  able  and  fine  people? 
What  was  the  rationalization?  The  lawyers  had  talked  to 
these  people,  and  they  gave  us  their  views.   I  had  worked 
out  an  understanding  that  if  this  case  was  really  going  to 
trial,  I  would  be  allowed  to  re- interview  these  people- -with 
a  lawyer  present,  of  course;  they'd  never  turn  me  loose. 

We  were  having  a  big  meeting  of  all  the  economists, 
getting  ready  for  the  next  round,  and  they'd  done  a  lot  of 
work  and  the  stuff  was  heaped  up.   The  lawyers  walked  in  and 
said  the  case  was  settled. 

Nathan:   So  you  never  got  to. 
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Grether:  Never  got  to.   But  I've  often  wished  I'd  had  that 

opportunity,  because  I  have  a  feeling  that  there's  something 
missing  in  all  this.   Maybe  I  would  have  found  it;  I'm  not 
sure. 

Nathan:   You  think  it's  not  as  simple  as  just  the  urge  to  make  the 
biggest  profit? 

Grether:  No,  I  don't  think  so.   I  think  the  kind  of  people  involved 
must  have  a  better  rationalization  than  that.   Often  in 
these  cases- -and  this  was  true  here- -the  interrelationships 
between  the  buying  and  selling  side  are  very  intimate;  they 
have  to  be. 


For  instance,  now,  take  this  case  [referring  to  written 
material].   This  involves  building  these  big  aqueducts 
across  the  desert.  You  can't  do  this  sort  of  work  without 
planning  that  has  to  be  very  close  and  intimate.   My  guess 
is  that  the  interrelationships  here  get  involved  in  what 
finally  occurs,  and  also  personal  relationships  get 
established.   I  have  a  feeling  that  there's  a  lot  here  that 
never  gets  exposed  and  understood  in  full. 

Nathan:    It's  sort  of  tantalizing. 

Grether:   It  is  tantalizing  to  me.   By  now  I've  seen  so  many  lawyers 
at  work,  and  worked  with  so  many  of  them,  I  have  a  feeling 
that  lawyers  tend  to  over -emphasize  this  adversary  aspect  of 
the  relationship;  this  is  their  training. 

Nathan:   And  not  the  truth -seeking  aspect? 

Grether:  That  is  not  in  it  at  all.  Now,  the  rationalization  is  that 
the  court  procedure  will  establish  the  truth  better  than  any 
other  means.   [laughter] 

Nathan:   If  the  grist  that  comes  in  isn't  quite  first-rate,  you  may 
not  find  the  truth,  I  suppose. 

Grether:   You  may  recall  when  we  discussed  Earl  Warren  [and  the 

Supreme  Court]  that  he  told  me  how  often  the  stuff  they  were 
getting  was  not  adequate,  and  they  had  to  do  some  of  their 
own  analysis  because  they  weren't  happy  with  what  came 
forward  to  them.   This  is  a  thing  to  me  that's  so 
intriguing- -that  the  lawyer  sits  there  interpreting  what  it 
will  take  to  win  the  case.   He's  not  going  to  lie;  I  don't 
mean  that.   But  he's  going  to  present  evidence  in  a  way  most 
favorable  to  his  client.  The  presumption  is  that  the  other 
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side  is  doing  the  same  thing,  and  then  in  the  examination 
and  the  cross-examination  procedures  and  discovery 
procedures  and  all  that,  finally  out  of  all  this  will 
emerge,  you  see,  the  truth.   Also,  if  it's  a  criminal  case 
[the  presumption  is  that]  this  little  jury  here  will 
understand  what  the  truth  is.   Very  complex. 

Nathan:   As  the  huge  organizations  like  IBM  become  involved,  this 
becomes  more  complex? 

Grether:   Oh,  the  IBM  case  would  be  a  case  to  end  all  cases.   It's 
hard  to  conceive  a  more  complex  case.   I  understand  the 
heaping  up  of  documents  there  is  just  something 
unbelievable.   I've  seen  so  much  of  this  myself  that  from  a 
research  standpoint  I'd  feel  sad  when  I'd  see  hundreds  of 
thousands  of  dollars  spent  in  collecting  documents  and 
storing  them  up  and  classifying  them  neatly,  and  then  the 
case  was  over  and  nothing's  done  with  them.   Maybe  they're 
destroyed  or  kept  under  lock  and  key,  when  they  could  become 
the  basis  for  research,  in  a  social  science  sense. 


The  Anti-Inflation  Panel  and  Fair  Trade  Hearings 


Nathan:   Among  your  interesting  activities,  perhaps  you'd  like  to 
talk  a  little  bit  about  the  fair  trade  hearings. 

Grether:  Yes.  The  Attorney  General  of  the  State  of  California- - 

Evelle  Younger- -decided  to  set  up  a  so-called  anti- inflation 
panel  or  committee  and  to  hold  hearings  in  areas  where  he 
thought  there  might  be  some  basis  for  impact  upon  prices  to 
reduce  them.   It's  important,  by  the  way,  in  this  connection 
to  understand  one  thing  very  clearly.   Here  we  are  in  a 
recession  of  a  sort,  with  unemployment,  but  prices  rising- - 
in  other  words,  the  so-called  stag-flation  situation.   This 
is  quite  contrary  to  the  1930s,  when  prices  had  declined 
very  heavily  along  with  unemployment.  This,  of  course,  is 
the  peculiar  and  very  difficult  aspect  of  our  present  set  of 
economic  problems . 

The  attorney  general  of  the  state,  who  was  the  only 
Republican  re-elected  this  last  time,  had  been  off  on  his 
own,  so  to  speak,  and  had  set  up  a  panel  to  conduct  these 
hearings  in  certain  areas  where  he  thought  he  might  be  able , 
through  the  impact  of  his  own  office,  or  through  perhaps 
going  to  the  legislature,  to  get  some  results  that  might  be 
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significant.  What  he  did  was  to  set  up  a  panel  of  people  to 
hold  hearings.  One  was  in  the  fair  trade  area.  Then  he 
also  held  hearings  in  the  drug  area  with  respect  to  this 
problem  you  mentioned  earlier—advertising  of  prescription 
products  and  this  brand-generic  issue,  also  eyeglasses,  and 
milk  marketing  and  milk  pricing. 

The  first  hearings  were  in  the  fair  trade  field.   I  was 
asked  to  be  the  first  witness,  and  I  was  therefore  the 
initial  witness  giving  the  background  in  this  field  in  the 
hearings  in  San  Francisco.   I  have  before  me  here  the 
outline  that  1  used.   If  we  went  through  this,  it  would  take 
too  much  of  our  record,  so  I'll  try  to  just  indicate  briefly 
what  I  did.   I  indicated  the  historical  background  of 
developments  in  this  field  along  the  lines  of  what  we  talked 
about  earlier,  and  then  stressed—as  I  just  did  two  minutes 
ago- -the  difference  between  the  present  situation  and  that 
of  the  1930s,  when  there  were  declining  prices.   I  noted 
that  the  so-called  fair  trade  laws,  and  along  with  them  the 
other  types  of  legislation  like  unfair  practices,  although 
not  bred  in  the  Depression  took  their  big  move  during  the 
Depression  years,  partly  because  of  a  belief,  sometimes  not 
soundly  based,  that  this  would  be  a  way  to  resolve  the 
issues  and  problems .  Many  people  were  concerned  about 
finding  ways  of  getting  the  price  level  to  move  up  rather 
than  to  get  it  to  move  down,  as  in  the  current  situation. 

So  I  described  the  nature  of  California's  fair  trade  law 
of  1931  and  the  non- signers'  clause  of  1933,  which  I  think 
we  mentioned  earlier  in  my  tapings,  and  how  this  set  the 
pattern  that  many  other  states  followed  for  a  number  of 
years.   I  talked  about  the  impacts  and  so  on  and  so  forth, 
none  of  which  I  will  repeat  in  detail  here  because  I  think 
it  would  be  repetitious. 

In  my  remarks  I  stressed  the  complexity  of  the 
relationships  between  the  manufacturers,  wholesalers, 
dealers,  and  the  consuming  public  (this  is  not  a  simple  type 
of  problem  or  analysis),  and  also  the  difference  between 
short -run  and  long-run  results.   In  my  researches  I  had 
stressed  not  only  the  short-run  but  the  long-run 
repercussions,  and  some  of  the  things  that  I  had  predicted 
had  certainly  come  to  pass  over  the  years. 

Then,  finally,  I  quoted  from  the  attorney  general's 
national  economic  committee  to  study  the  antitrust  laws  (of 
which  I  was  a  member) ,  in  which  they  took  a  strong  position 
against  fair  trade  as  not  really  a  solution  to  whatever 
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Nathan: 


Grether: 


problems  there  might  be  in  pricing  in  our  markets.  This 
committee  took  the  view  that  this  sort  of  price  control ,  by 
relieving  distributors  from  the  rigors  of  price  competition, 
is  at  odds  with  the  most  elementary  principles  of  a  dynamic 
free  enterprise  system.   "On  balance,  we  regard  the  federal 
statutory  exemption  of  fair  trade  pricing  as  an  unwarranted 
compromise  of  the  basic  tenets  of  national  antitrust 
policy.*  That  was  a  report  published  in  1955. 

So  I  was  in  agreement  with  the  presumed  intent  of  the 
attorney  general  to  try  to  get  these  laws  repealed.   In 
fact,  this  is  happening  around  the  country:   the  laws  have 
been  losing. 

This  was  really  the  motive  for  the  attorney  general's 
calling  these  hearings- -to  repeal  fair  trade  laws? 

Yes,  in  this  case,  and  he  has  taken  such  a  position,  but 
there's  a  very  curious  aspect  of  this.   In  my  sketch  I 
pointed  out  that  there  is  a  long-run  rationale  here  which 
points  towards  the  intervention  of  government  into  the  scene 
of  action  to  make  these  things  workable.   In  England  cartels 
appeared;  so  you  had  group  enforcement,  which  is  not 
possible  in  this  country  under  the  Sherman  Act. 


Mandatory  Fair  Trade  and  the  Liquor  Lobby 


Grether:  The  alternative  in  this  country  has  been  the  practice  in  the 
field  of  alcoholic  beverages,  in  the  State  of  California  and 
some  other  states,  of  requiring  the  manufacturers  to 
announce  prices,  and  then  of  having  these  enforced  by  the 
State  of  California  through  its  licensing  procedures  under  a 
•threat  of  removal  of  licenses.   In  other  words,  we  have  had 
in  the  liquor- -alcoholic  beverage- -field  in  California  so- 
called  mandatory  fair  trade.  In  the  other  areas  it's  a 
matter  of  voluntary  fair  trade ,  where  the  manufacturers  wish 
to  announce  such  prices  and  wish  to  enforce  them.   But  here 
in  the  alcoholic  beverage  field  it's  mandatory. 

In  my  remarks  I  said,  "This  is  the  worst  of  all 
outcomes.   If  anything  should  be  repealed,  it  ought  to  be 
mandatory  fair  trade  in  the  field  of  alcoholic  beverages." 
Yet,  now  that  these  hearings  have  been  held  and  this  panel 
has  reached  its  conclusions,  it  recommends  repeal  of  fair 
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Nathan: 
Grether: 


trade  except  in  the  alcoholic  beverage  industry- -a  very 
weird  outcome. 

In  this  report  there  is  a  suggestion  which  I  think,  by 
the  way,  is  pretty  much  nonsense --that  since  liquor  is  sold 
also  in  food  stores,  and  since  the  margins  on  liquor  tend  to 
be  wider  than  those  on  food,  that  if  these  margins  were 
reduced  on  liquor  this  would  force  these  dealers  to  raise 
their  prices  on  foods,  which  would  increase  the  cost  of 
living.  Well,  this  for  the  most  part  is  nonsense.  There  is 
a  phenomenon  which  I  have  in  my  writing  and  have  discussed, 
which  I  won't  go  into  now,  of  what  I  call  the  "readjustment 
of  marking  rates"  as  intrusions  of  this  sort  get  into  the 
pricing  system. 

In  addition,  of  course,  there  are  many  food  outlets  that 
do  not  sell  liquors.   In  any  event,  it  seems  to  me  like  a 
very  queer  rationalization.  What  I've  been  told  privately, 
and  I've  been  sniffing  around  in  this,  is  that  actually  what 
is  involved  here  is  the  power  of  the  liquor  lobby;  that  is, 
if  they  had  recommended  a  repeal  in  the  alcoholic  beverage 
field,  they  would  have  jeopardized  the  repeal  of  fair  trade 
in  general  because  of  the  power  of  the  liquor  lobby.   If 
this  is  true,  it  indicates  there's  been  a  shift  in  the  past 
forty  years  from  the  power  of  the  lobby  of  retail  druggists 
and  their  cohorts  down  to  the  liquor  field  in  the  State  of 
California. 

At  one  time,  one  of  the  most  powerful  political 
organizations  in  the  state  was  the  Association  of  Retail 
Druggists.   It  was  amazing  the  clout  they  had,  and  they  were 
the  chief  political  force  that  led  to  the  passing  of  the 
original  fair  trade  laws. 

Also  behind  this  is  another  very  weird  rationalization 
that's  always  been  here,  and  that  is  that  the  high  price  of 
liquor  makes  for  temperance  in  the  consumption  of  alcoholic 
beverages.   [laughter] 

Moralistic? 

Yes.  You  see,  this  moralistic  thing:  keep  the  prices  up, 
which  makes  for  better  margins  for  the  dealers  and  better 
profits  for  the  manufacturers,  but  also  makes  for  a  certain 
amount  of  temperance  in  consumption.   Also  keep  the  margins 
up  for  the  dealers;  therefore  they  can  sell  foods  at  lower 
prices  then  they  would  otherwise.   It  makes  one  say  to 
oneself,  "How  crazy  can  one  be?"   [laughter] 
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Nathan: 


Gr ether: 


The  real  problem  here  is  that  it's  mandatory;  it's  not  a 
voluntary  system.   This  would  be  the  rationale,  this  whole 
type  of  thing,  because  the  enforcement  problems,  in  the 
absence  of  group  enforcement,  are  very,  very  difficult. 
Vith  group  enforcement,  all  members  of  the  industry  and 
trades  are  together  and  you  can  enforce  these  schedules . 
But  in  the  absence  of  that,  eventually  you  get  to  the  point 
where  you  try  to  pass  the  burden  of  enforcement  over  to  a 
state  or  federal  agency. 

Is  there  any  argument  made  that  the  state  receives  a  certain 
amount  of  tax  income  from  the  sale  of  liquor,  and  therefore 
it  has  a  concern? 

I  don't  see  that  stressed  here,  but  there  might  be  something 
there.   Of  course,  you  have  an  equivalent  thing  now  in  the 
gasoline  field,  you  see,  where  it's  being  rationalized  that 
you  have  to  put  the  prices  up  because  that'll  reduce 
consumption. 


Elasticity  of  Demand 


Nathan: 


Grether: 


What  is  your  view  in  general  of  the  argument, 
in  order  to  reduce  consumption"? 


'Put  prices  up 


In  terms  of  economic  analysis,  you  have  the  problem  of  the 
elasticity  of  demand  factor.   That  is,  if  there  is  a  large 
element  of  elasticity,  then  this  will  happen;  that  is,  use 
will  decrease.   But  if  there  isn't- -in  other  words,  if  the 
demand  is  relatively  inelastic- -it  merely  means  that  people 
will  keep  on  buying  that  product  but  they'll  buy  less  of 
something  else.   I  think  this  is  true  of  many  people;  there 
isn't  very  much  elasticity  here.   There  is  some,  but  it's 
not  marked. 

I  see  in  this  morning's  paper,  for  example,  that  there's 
talk  that  the  OPEC  people  may  raise  the  price  of  crude  oil 
by  $4,  and  that  this  might  produce  70  cents  a  gallon 
gasoline  in  this  country.   Oh,  there's  a  point,  I  think, 
where  it  affects  consumption  to  some  extent,  but  not  as  much 
as  one  might  assume  and  perhaps  hope.   The  trouble  is  that 
gasoline  is  practically  necessary  for  many  purposes,  and 
therefore  strikes  at  a  very  basic  level,  unlike  liquor, 
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which  I  suppose  [laughing]  is  not  considered  to  be  a 
necessity  of  life. 

That's  all  I  planned  to  say  at  this  point,  unless  you 
have  some  questions.   These  hearings  go  on,  by  the  way,  in 
other  fields,  like  milk  marketing.  Then  they  had  their 
series  of  recommendations,  but  I  had  no  involvement  in  these 
other  areas,  and  this  report  is  here  [referring  to  written 
material] . 

Nathan:   May  I  ask  you  about  the  rationale  for  having  the  impulse 
come  from  the  attorney  general?  Would  there  be  any  other 
administrative  agency  that  might  rationally  call  for 
hearings  like  this? 

Grether:   The  governor  could  take  leadership.   To  me  it's  quite 

interesting  that  the  Republican  attorney  general  has  taken 
this  leadership,  and  in  a  context  where  it  probably  won't 
hurt  him.  Also,  it's  interesting  that  [Governor  Ronald] 
Reagan  has  taken  a  position  against  the  fair  trade  laws,  and 
[President  Gerald]  Ford  has,  because  they're  all  on  this 
bandwagon  now  on  the  Republican  side.   This  again  would  tend 
to  demonstrate  that  they  don't  feel  they  need  the  support  of 
small  dealers,  because  it's  been  the  small  dealers  in  the 
past  who  have  been  the  political  force.   Their  support  is 
coming  elsewhere.  This  suggests,  of  course,  that  they're  on 
the  side  of  the  consumers  and  they  want  to  make  for  lower 
prices. 


Milk  Marketing 


Grether:  The  milk  marketing  thing  is  a  very  mixed  picture,  of  course. 
Their  attitude  on  that  is  pretty  much  to  try  to  maintain  the 
controls  at  the  producing  level  (the  price  margin),  but  not 
in  the  area  of  distribution.  This  is  an  old,  old  problem. 

For  instance,  I  just  have  here  in  this  file  a  copy  of  an 
ad  of  the  Safeway  Company  in  which  they  state  their 
historical  position,  which  has  been  against  control  at  the 
retail  level.   They  would  prefer  always  to  have  gotten  along 
without  those  controls,  and  they  point  out  that  this  would 
make  for  lower  prices  of  milk.   If  you  put  this  in  an 
historical  context,  you  have  to  go  back  to  a  period  when 
milk  was  delivered  to  the  home.  That's  a  long,  long  story, 
and  a  lot  of  changes  have  taken  place.   But  the  facts  of 
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life  are  now,  under  our  present  scheme,  that  the 
distributors  are  getting  margins  larger  than  they  really 
need  for  handling  milk,  and  this  is  quite  a  nice  source  of 
income.  That's  what  the  Co-op  people  say,  for  example;  it's 
true  in  their  case,  too.  But  even  so,  some  of  them  tend  to 
be  somewhat  aggressive  in  price  cutting.   They  want  the 
lower  price  because  it  brings  traffic  to  the  store,  you  see, 
and  then  the  customers  buy  something  else.   This  has  been  an 
historical  position. 

Nathan:   So  among  the  interests  that  need  to  be  considered  are  the 
major  companies,  the  small  distributors,  and  the  public? 

Grether:   The  consuming  public.   Another  interesting  development 

recently  that  you  may  have  noticed  is  the  PXs .   They  for 
years  have  been  islands  or  oases  of  favoritism  for  the 
people  in  the  military  and  those  who  have  access  to  them 
because  they've  been  getting  lower  prices  on  milk  and  other 
products,  but  especially  on  milk.   There's  been,  I  guess, 
some  action  against  them  unfavorable  to  this  type  of 
practice. 


Benefits  to  Consumers,  and  Repercussions 


Grether:   In  all  of  this  I've  always  taken  the  view  that  there's  a 
tendency  to  overlook  two  things.   One  is  the  benefits  to 
consumers  in  lower  prices,  and  second  is  the  repercussion  of 
those  benefits  throughout  the  economy.   There's  a  tendency 
to  over -emphasize  the  losses  and  injury  to  manufacturers  and 
dealers.   In  other  words,  the  dealer  complains  his  margin  is 
getting  too  low;  he  can't  afford  to  handle  the  product;  he's 
taking  losses,  or  his  profits  are  too  low,  and  so  on.   He's 
better  organized;  his  voice  tends  to  be  heard  much  more 
strongly.   But  it's  overlooked  that  when  consumers  get  lower 
prices  they  then  have  purchasing  power  left  for  other 
purposes.  This  becomes  a  stimulating  force  in  these  other 
directions  where  they  can  now  spend.   For  some  reason,  this 
tends  to  be  overlooked  almost  entirely  in  the  analysis,  in 
favor  of  the  pros  and  cons  of  the  impact  upon  the  dealers  or 
manufacturer  groups  involved. 

Nathan:   Do  you  have  any  feeling  that  the  more  vocal  consumer 
organizations  may  have  any  impact  on  this  problem? 
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Grether:  Yes,  I  think  so.   I  think  Ralph  Nader  and  other  groups  are 
having  an  impact.   In  fact,  that  will  lead  into  the  next 
thing  I  want  to  discuss  because  it  does,  in  a  sense, 
represent  something  of  this  sort. 

I'd  like  to  now  move  from  California  to  the  State  of 
Washington  and  to  a  situation  where  I  violated  my  normal 
rules  and  procedures.   It  turns  out  to  be  a  rather 
interesting  case. 

Usually  I  will  not  work  on  a  case  unless  I'm  called  in 
early,  where  I  can  participate  in  the  full  discussion,  where 
my  analysis  and  suggestions  have  a  chance  for  being 
implemented  or  at  least  related  to  the  entire  analysis  of 
the  case.   Almost  always  I  refuse  to  be  brought  into  a  case 
after  it's  been  moved  along  a  certain  distance. 

I  gave  a  talk  before  the  Antitrust  Bar  of  Illinois, 
which  I'll  discuss  when  I  get  into  the  federal  period,  in 
which  I  said  that  I  regret  that  the  lawyers  think  of 
economists  as  handmaidens,  or  horses  in  a  stable;  they've 
got  a  problem,  they  want  a  witness,  so  they  call  up  some 
economist,  and  there  he  comes  and  says  what  they  think  is 
important  for  the  case.   I  pointed  out  that  these  cases  are 
getting  much  more  complex,  and  what  is  needed  is  more  and 
better  economic  analysis,  that  the  economist  should  be 
brought  into  the  case  in  the  beginning  so  his  analysis  could 
be  felt  throughout  the  entire  case. 

For  the  most  part,  I've  been  able  to  maintain  that 
position.  But  what  I'm  going  to  discuss  now  represents  a 
departure  that  has  rather  unusual,  interesting  consequences. 


Reader's  Digest  Case:   Sweepstakes 


Grether:   I  had  a  call  from  the  attorney  general's  office  of  the  State 
of  Washington  in  1972,  from  a  young  woman  lawyer,  Alison 
Barden,  who  was  the  assistant  attorney  general  of  the 
Consumer  Protection  Division.  Apparently,  in  reaction  to 
the  whole  consumer 1st  movement,  the  State  of  Washington  set 
up  this  Consumer  Protection  Division  in  the  attorney 
general's  office.   She  told  me  on  the  phone  about  an  action 
they  had  brought  against  the  Reader's  Digest  on  the  use  of  a 
sweepstakes  program,  and  that  one  of  my  former  students  with 
whom  they'd  been  in  touch,  who  was  not  available  to  them, 
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suggested  that  I  would  be  just  the  right  person—you  know 
how  this  goes --to  be  helpful  in  this  case. 

As  we  talked,  I  discovered  the  case  was  already  moving. 
This  is  a  situation  I  didn't  like.  But  she  importuned  me, 
and  I  said,  "All  right.  At  least  I'll  come  up  on  the  plane 
and  talk  to  you  about  this."  So  I  went  up  to  Seattle.  They 
were  in  court  that  day,  so  they  gave  me  some  materials  to 
read.   I  locked  myself  up  in  the  hotel  room  and  read  the 
materials.  As  I  read  them,  I  sat  down  and  sort  of  outlined 
what  I  thought  might  make  some  sense  in  terms  of  economic 
analysis  in  relation  to  the  problem  of  the  case.   Now,  the 
problem  was  as  follows: 

The  State  of  Washington  has  a  law  prohibiting  lotteries, 
and  they  had  brought  this  action  against  the  Reader's  Digest 
Company,  charging  them  with  violating  the  state  law  by  their 
so-called  sweepstakes  lottery,  where  you  get  this  offer.   (I 
have  one  or  two  of  them  with  me  here  somewhere.  They're 
still  doing  it;  there's  one  that  came  in  recently- -Reader ' s 
Digest- -to  my  home.)  You  have  two  forms:   one  where  you  say 
you'll  not  buy,  but  you  still  want  to  exercise  your  lottery 
possibilities;  the  other  is  where  you  buy  whatever  they're 
selling  (in  this  case,  I  think  it's  a  book  of  some  sort; 
they  use  this  as  a  way  of  selling  books  and  records  and  so 
on)  . 

I  still  don't  understand  why  these  young  people  up  in 
Seattle  decided  to  bring  this  action,  except  one  of  them  was 
a  Nader  boy  from  Yale,  a  young  lawyer,  and  I  guess  they 
really  wanted  to  take  on  a  giant.   [laughter]   But,  in  any 
event,  they  had  brought  this  action  against  the  Reader' s 
Digest  as  a  violation  of  the  lottery  law. 


Cons ideration.  and  External  Product  Differentiation 


Grether:   In  the  background  was  a  very  curious  aspect  of  this:   there 
had  been  a  previous  action  against  the  Safeway  Company  for 
the  use  of  bingo  games  that  had  been  won  by  the  State  of 
Washington.   It  had  gone  all  the  way  to  the  Supreme  Court, 
where  the  reasoning  was  that  when  the  people  took  the 
trouble  to  come  down  to  the  store  and  to  go  through  whatever 
was  required  to  enter  this  bingo  game,  this  was 
"consideration."  The  issue  here  is  whether  or  not  there  was 
consideration,  a  contractual  relationship  involving 
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consideration.   So  the  Supreme  Court  had  held  that  this  was 
consideration,  and  that  therefore  the  bingo  game  was  in 
violation  of  the  lottery  law  of  the  State  of  Washington. 

Nathan:   Consideration  is  similar  to  payment  of  some  kind? 

Grether:   If  you  pay,  that's  consideration,  or  promise  to  give  a 
service  or  whatnot.   That's  what  makes  it  a  contractual 
relationship. 

Well,  apparently  they  were  counting  upon  using  this  as  a 
precedent  in  the  Reader's  Digest  case.  Also,  after  my  day 
of  reading  the  materials  and  thinking  about  this  in  the 
hotel  room,  we  met  at  night  after  they  got  out  of  court,  we 
had  dinner,  and  I  saw  the  situation.   Here  was  a  young 
group,  I  think,  who  wanted  to  do  something  in  the  consumer 
field.  Also  I  discovered  rather  quickly,  as  far  as  I  was 
concerned,  that  they  really  didn't  know  what  to  do  with 
someone  like  me,  yet  they'd  importuned  me  to  come  up  to  be 
helpful  to  them,  and  the  case  was  in  process.   It  was  clear 
that  they  didn't  know  exactly  what  I  could  do.   It's  true, 
of  course,  there's  this  one  thing,  this  matter  of 
consideration.   But  that  really  is  not  a  matter  of  economic 
analysis  particularly. 

When  I  saw  the  situation,  I  said  "I  made  an  outline  in 
the  hotel  room" --which  I  have  here,  by  the  way- -"that  I 
thought  might  make  sense  in  terms  of  economic  analysis," 
because  I  had  written  an  article  (which  I'd  read  at  a 
symposium  at  the  University  of  Illinois  when  I  received  the 
so-called  Converse  Award)  dealing  with  what  I  called 
external  product  and  enterprise  differentiation  and  consumer 
behavior.   I  wrote  this  paper  at  a  time  when  gimmickry  was 
running  rampant  in  this  country:   trading  stamps,  free 
gifts,  etc.  You  could  hardly  buy  anything  without  having  it 
involve  something  as  an  extra.   So  this  was  the  framework  of 
analysis  I  developed  for  that  particular  type  of  analysis, 
and  this  was  obviously  the  same  sort.   This  was  not  selling 
Reader's  Digest  or  Reader's  Digest  books;  it  was  selling 
that,  plus  a  chance  at  $100  a  month  for  life,  or  some  other 
prize.   It  was  therefore  an  example  of  what  I  had  called 
external  product  differentiation  in  my  Illinois  paper. 

So  I  outlined  this  to  them  and  indicated  that  this  would 
be  the  appropriate  analysis,  and  also  that  this  merged  into 
something  I  call  enterprise  differentiation.  Along  these 
lines  one  could  develop  a  framework  of  economic  analysis. 
But  then  I  mentioned  something  else  (and  this  is  one  of  the 
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reasons  I'm  talking  about  this  case,  because  this  is  so 
amusing) . 


Grether:   Before  getting  on  the  plane  I  went  down  to  my  basement,  and 
I  was  not  surprised  to  discover  I  had  a  lot  of  Reader's 
Digests  stacked  up.   [laughter]   I  leafed  through  and  found 
this  thirtieth  anniversary  issue,  February,  1952.   I  took  it 
along  for  reading  on  the  plane,  and  I  found  it  so 
interesting  that  1  suggested  something  to  these  people  that 
I  thought  would  be  kind  of  interesting.   They  said,  "You 
will  not  be  allowed  to  do  it.   As  soon  as  you  start  doing 
that,  the  objections  will  be  flying  all  over  that 
courtroom."   I  said,  "Well,  what  if  we  start  it  and  let  the 
objections  fly?"  All  right, we  put  it  in  very  briefly. 

Well,  some  of  this  was  done.   In  other  words,  I  agreed 
to  go  on  and  give  this  type  of  analysis  and  indicate  its 
relevance,  and  then-- 


On  the  Witness  Stand 


Nathan:   What  did  you  get  out  of  this  anniversary  edition? 

Grether:   We'll  come  to  that,  because  I  didn't  get  to  use  it  on  my 
direct  testimony.   But  then  I  got  into  cross-examination, 
and  to  me  this  is  one  of  the  funniest  things  that's  ever 
happened.   By  the  way,  I  rarely  appear  in  cases;  almost 
always  I'm  in  the  background.   But  here  I  was  on  the  witness 
stand,  and  this  was  an  unusual  case. 

There  was  a  so-called  advisory  jury;  it  couldn't  make 
decisions,  but  it  was  there  to  advise  the  judge  on  the  case, 
and  he  would  make  the  decision.   In  the  cross-examination 
there  was  quite  a  contrast:   this  young  woman,  obviously 
somewhat  inexperienced;  and  here  was  a  well-groomed,  typical 
corporation  lawyer  again,  perfectly  under  control,  nicely 
moustached  and  all  the  rest  of  it.   He  started  to  quiz  me 
along  the  following  lines. 
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He  said,  "Have  you  read  the  Reader's  Digest?"   I  said, 
"Oh,  yes,  almost  from  the  beginning."   In  fact,  I  really 
have  subscribed  almost  from  the  beginning.   "In  fact,"  I 
said,  "I  discovered  I've  saved  a  lot  of  copies.   So  I  went 
down  to  my  basement  before  this  trip  and  picked  up  a  few 
copies.   I  have  one  or  two  of  them  with  me  as  I  sit  here." 

"Have  you  ever  received  these  sweepstakes?"   "Yes.   I've 
got  seven  or  eight  of  them  in  my  lap  right  now.   In  fact,"  I 
said,  "I'm  one  of  these  people  who  saves  things.   I  found 
several  of  these  in  my  desk,  so  I  just  packed  them  along 
here.  Here  they  are,"  and  so  on.   "So  I've  had  experience 
with  the  Reader's  Digest,  and  I've  had  experience  with  these 
sweepstakes. " 

Then  very  quickly  I  said,  "I  brought  along  with  me  the 
thirtieth  anniversary  issue,  which  I  read  on  the  plane 
coming  up  here.   It's  really  a  very  interesting  issue.   If 
you  haven't  looked  at  it,  you  might  like  to  discover  it." 
He  said,  "What?  What  did  you  find  there  that's  so 
interesting?"   I  said,  "Well,  I  find  that  there  are 
congratulations  from  many  people  around  the  world.   Here's 
General  Ridgeway  congratulating  the  Reader's  Digest  for  its 
role  in  disseminating  to  the  Japanese  people  the  whole  facts 
concerning  American  democracy  in  action.   And  all  sorts  of 
interesting  congratulations --William  Green  of  the  AFL 
"because  the  Digest  promotes  values  and  sound  economic  and 
political  thinking." 

I  won't  read  all  of  them,  but  I  mentioned  one 
especially- -John  R.  Mott,  YMCA  leader,  winner  of  the  1946 
Nobel  Peace  Prize:   "For  over  sixty  years  my  work  has 
involved  the  drawing  together  of  all  nations,  all  races  and 
communions.   It  has  been  gratifying  to  observe  how  the 
Digest  serves  as  an  outstanding  international  exchange  of 
Christian  ideas  and  ideals." 

By  the  way,  at  this  time  I  noted,  too,  that  the  Digest 
carried  no  advertising;  they  were  too  pure.   Since  then,  of 
course,  they've  gone  overboard  on  advertising.   But  they 
were  against  advertising.   Even  nowadays  they  won't  take 
liquor  or  cigarette  advertising.   (Milton  Moskowitz  has  had 
a  story  in  the  Chronicle  the  last  few  days  about  Reader's 
Digest  and  its  advertising,  which  we  might  mention 
directly.) 

I  said,  "Also,  the  contents  of  this  issue  are  very 
interesting."   By  the  way,  I  was  not  stopped.   I  said, 
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Nathan : 
Grether: 


"Here's  an  article  called  'The  Measure  of  Man's  Conduct', 
reporting  upon  a  meeting  of  the  Catholic  bishops,  and  it's 
typical  of  the  Reader's  Digest  and  the  high  moral  plane  on 
which  it  operates.   It  reports  here  how  there  are  not  two 
standards  of  morality;  there's  only  God's  standard.   The 
single  standard  covers  all  man's  relations  to  God,  to 
himself,  and  to  the  world  about  him.   By  its  very  nature  it 
precludes  a  double  standard,  and  so  on.  Throughout,  this  is 
typical  again  of  the  high  moral  tone  of  the  Reader's 
Digest. "  I  guess  he  was  wondering  if  I  was  going  crazy. 

I  said,  "Now,  there's  another  little  article  here  on 
page  119.   It's  called  'Reno:   Parasite  on  Human  Weakness'. 
It  begins  by  pointing  out  that  Reno  is  a  city  with  a  split 
personality.   The  home  folks  seldom  gamble  or  change  their 
wives.   They  are  church-going,  self-respecting  citizens. 
Yet  they  share  without  protest  in  a  prosperity  that  has  been 
largely  due  to  easy  divorce  and  wide-open  gambling.   This 
article  goes  on  to  ask  how  in  the  world  the  majority  of 
Reno's  respectable  citizens  happened  to  let  this  happen  to 
them,  and  raised  the  question  of  what  would  happen  to  Reno 
if  it  lost  the  revenues  from  wide-open  wagers  and  easy 
divorces.   It  concluded  that  probably  nothing  would  happen 
to  its  prosperity;  it's  well  located,  an  industrial  center, 
and  so  on  and  so  on.   Then  it  raised  the  question:   Do  such 
a  state  and  such  a  people  really  need  to  fatten  on  the 
weakness  and  avarice  of  outsiders,  on  their  maladjustment 
and  emotional  failures?   I  cannot  believe  it." 

Then  I  said,  "It  seems  to  me  that  is  applicable  to 
Reader's  Digest.  It's  the  leading  periodical  in  the  world; 
it  has  the  largest  circulation.   This  is  not  an  example  of 
external  product  differentiation  in  the  typical  competitive 
sense,  where  competition  has  run  its  course  into  a 
stalemate.   So  you  now  do  what?  You  give  trading  stamps  or 
something  else  to  try  to  maintain  your  competitive  edge. 
The  Reader's  Digest  is  clearly  the  leader  in  the  world  in 
circulation.  Why  does  it  want  to  now  push  lotteries  as  a 
means  of "--you  see.   Well,  I  was  off  that  stand  so  quickly, 
[laughter]   The  jury  was  laughing.   I  really  felt  kind  of 
ashamed  of  myself,  because  it's  really  beneath  my  dignity, 
but  I  couldn't  resist  it. 

It's  beautiful. 
It  was  beautiful. 
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Winning 


Grether:  Here  is  the  curious  aspect  of  this.  The  judge  ruled  against 
the  Consumer  Protection  Agency,  but  he  had  asked  this 
advisory  panel  to  answer  six  questions  (1  won't  put  it  on 
the  record;  they're  in  the  file  here)  on  an  advisory  basis. 
It  was  clear  that  they  and  others  had  doubts  about  this 
procedure,  especially  what  they  called  the  Good  Neighbor 
aspect.   But  at  this  level  they  did  not  take  the  view  that 
this  was  a  violation  of  the  state's  lottery  law.  Then  it 
was  appealed,  and  the  Supreme  Court  of  the  State  of 
Washington  reversed  the  lower  court.   Then  that  was  appealed 
to  the  United  States  Supreme  Court,  and  they  refused  to 
accept  it. 

I  thought  you  might  be  interested  in  reading  a  letter  I 
got  then  from  Mrs.  Harden,  dated  October  10,  1972. 


Dear  Professor  Grether:   I  hope  that  you'll  be 
pleased  to  learn  that  in  the  end  we  won  the 
Reader's  Digest  case.   I  am  enclosing  a  copy  of 
the  28 -page  opinion  of  the  Supreme  Court  of 
Washington,  thinking  that  you  may  wish  to  read 
it. 


Needless  to  say,  I  was.   [laughter] 


You  will  notice  that  the  court  was  impressed 
with  the  argument  that  you  urged- -that  the  time 
and  attention  the  consumer  has  to  give  to  the 
advertisement  is  in  itself  consideration. 
Because  of  your  comments ,  we  devoted  a  good  deal 
of  space  to  the  argument  in  our  brief,  and  so  we 
are  especially  grateful  to  you.   But  our 
principal  problem  was  to  convince  the  court  of 
the  importance  of  the  case,  and  I  will  always  be 
immeasurably  grateful  to  you  for  testifying  for 
the  state  and  for  taking  the  difficult  position 
you  did.   I  hope  it  helps  that  the  court  agreed 
that  you  were  on  the  right  side.   [laughter] 
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Veil,  I  really  don't  like  this,  because  1  really  was 
trapped  here,  you  see.  They  got  me  up  there  as  a  scholar 
with  some  reputation  to  appear  for  them.   It's  true,  1  was 
on  the  right  side,  as  far  as  I'm  concerned.  My  presence 
helped  give  this  case  more  dignity  than  they  would  otherwise 
have  had,  and  no  doubt  helped  win  it  for  them. 

It's  a  beautiful  illustration  of  a  number  of  things. 
One  is  that  I  think  my  general  principle  or  practice  is 
correct- -not  to  do  this  sort  of  thing.  The  second  thing  is 
how  even  the  best  of  lawyers  can  make  mistakes  in  cross- 
examination. 

Nathan:   He  should  never  have  let  you  get  going,  should  he? 

Grether:   No,  that's  right.   And  as  soon  as  this  happened,  I  was  off 
there  so  quickly,  it  was  unbelievable.   [laughter] 

Nathan:    I  can  see  that  you  don't  consider  it  scholarly,  but  it  was 
witty. 

Grether:  Well,  it  was  just  one  of  those  things.   And,  really,  not 
wit. 


Reader's  Digest  vs.  TV  Guide 


Grether:  Milton  Moskowitz  had  an  article  recently.   I  have  it  in  my 
collection  here;  here  it  is:   "Mighty  Midgets  Battle  for 
Millions."  This  is  June  16,  1973,  of  the  S.F.  Chronicle. 
pointing  out  that  now  TV  Guide  has  a  greater  circulation 
than  Reader's  Digest.   Of  course,  this  is  now,  you  see,  and 
this  undoubtedly  is  one  of  the  things  behind  the  scene  here. 
Many  magazines  have  had  trouble  maintaining  their 
circulation  or  even  surviving.   Reader's  Digest  has  done 
tremendously  well.  But  TV  Guide,  which  relates,  of  course, 
to  the  television  programs  and  comes  out  weekly,  has  a 
larger  circulation  now  than  the  Reader's  Digest.   This 
undoubtedly  is  one  factor  behind  the  scene,  but  this  did  not 
get  into  the  discussion  of  the  case,  so  far  as  I  know. 

This,  you  see,  raises  a  nice  question.   You  have  here  a 
beautiful  idea  of  the  Reader's  Digest,  merely  a  digest  of 
articles- -no  advertising,  nothing  to  clutter  it  up.   And 
then  eventually  you  get  to  the  point  where  they  bring  in 
advertising,  and  so  much  advertising  it's  hard  to  even  get 
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through  the  big  fat  issue.  Now  you  have  something  that  is 
advertising  so  disguised  you  can't  tell  it  from  editorial 
matter,  and  then  you  have  this  sweepstake  edition. 

Nathan:    So  in  a  sense  the  Digest  has  changed  considerably  from  its 
original? 

Grether:  Oh,  it  has,  yes.   I  don't  know  whether  you  ever  see  it. 
Nathan:   Not  recently. 

Grether:  Well,  also  another  thing  that's  happened- -at  least  in  my 

opinion- -is  that  it's  so  trite,  much  of  the  stuff.   This  has 
tended  to  destroy  the  quality  of  what  was  really  a  very  nice 
idea.   Now,  of  course,  there  are  many  other  types  of 
digests;  everything's  being  digested  now  for  busy  people. 
But  they  still  have  by  far  the  leading  circulation,  except 
now  for  TV  Guide,  as  Moskowitz  pointed  out. 

These  are  the  stories  for  today,  as  far  as  I'm 
concerned,  unless  you  have  some  further  questions. 

Nathan:   Fine.  We  will  want  to  eventually  do  a  little  more  on  some 
California  activities- -I  was  thinking  of  water,  when  you're 
ready  to  do  it- -and  then  also  the  federal  activities. 

Grether:   Next  time,  if  you'd  like,  we'll  include  federal  public 

service,  the  NRA,  back  in  the  '30s,  and  come  on  down.  I'll 
try  to  have  those  materials  arranged  so  we  can  work  through 
it. 


Nathan: 


Grether: 


Vigoro.  Private  Labels,  and  Ending  Fair  Trade 
[Interview  8:  June  20,  1975]//// 

This  morning,  were  there  some  points  you  wanted  to  think 
about  again  and  discuss? 

There's  a  bit  of  follow-up,  which  in  a  sense  represents  what 
I  would  call  my  continuing  life  story.   You  recall  we 
discussed  the  fair  trade  hearings,  and  how  I  was  the  first 
witness  in  the  action  that's  been  taken  since  then.   On 
Tuesday  of  this  week  I  had  a  long  distance  call  from  Chicago 
from  a  young  man,  Phil  Dean,  who  said  he  was  the  brand 
manager  of  Vigoro,  which  is  a  product  of  the  Scott  Company. 
Scott  is  part  of  Swift  Chemical,  and  Swift  Chemical  is  part 
of  Esraark.   Nothing  is  simple. 
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Nathan:    Is  Esmark  a  conglomerate? 

Grether:  Yes,  that's  a  conglomerate.  He  didn't  mention  that;  I  did. 
He  said,  "I'm  surprised.   Most  people  don't  know  about 
Esmark."  So  many  of  these  companies  have  been  picked  up  by 
other  companies  in  a  continuing  process  of  conglomeration  in 
this  country.   Well,  he  called  me  because  the  repeal  of  the 
fair  trade  laws  around  the  country  has  created  a  problem  for 
them,  which  is  kind  of  interesting  in  terms  of  our  whole 
discussion.   (By  the  way,  he  called  me  at  the  suggestion  of 
Professor  Richard  Clewett  of  Northwestern,  who'd  been  his 
professor  and  was  also  a  consultant  to  their  company. 
Clewett  had  been  one  of  my  students  years  ago.   I  saw  him 
recently  at  the  Illinois  symposium.) 

Well,  here's  the  problem.   He's  the  brand  manager  of 
Vigoro,  which  is  a  garden  and  house  plant  fertilizer;  it's 
an  old,  well  known  product.   Originally,  when  it  first  came 
on  the  market,  it  was  under  fair  trade.   That  is,  the 
manufacturer  announced  and  maintained  its  price  schedule. 
Then  in  1956  they  worked  out  an  arrangement  under  which  it 
was  used  as  a  leader  by  the  Great  Atlantic  and  Pacific  Tea 
Company,  which  was  then  the  leading  supermarket  operator. 

This  led  them  in  a  different  direction  entirely  from 
fair  trade,  because  then,  step  by  step,  they  found  that  the 
mass  merchandisers  became  their  market  for  Vigoro,  and  they 
became  the  price  leader  in  this  field.   In  addition,  he 
said,  they  had  private  labels.   (This  is  very  common,  by  the 
way,  to  have  a  main  advertised  label  and  have  private  labels 
for  people  who  want  to  meet  competition;  in  other  words,  you 
can  discriminate  in  pricing  with  private  labels.   It's  a 
very  common  practice  in  marketing.) 

Here  is  this  problem.   Very  interesting.   If  the  fair 
trade  laws  and  the  Miller-Tydings  Enabling  Act  are  repealed, 
this  will  mean  that  some  of  their  competitors  who  are  under 
fair  trade  will  no  longer  have  this  privilege.   What  will 
this  mean  to  them,  the  leaders  in  the  mass  merchandising 
field?  He  anticipates  that  it'll  increase  price  competition 
for  them,  that  these  people  will  now  have  to  be  more  active 
from  a  price  standpoint,  and  there'll  be  considerable,  as  he 
called  it,  footballing  in  the  market. 

Nathan:   What  is  footballing? 


283 


Grether:   Well,  I  think  what  he  meant  to  convey  by  this  was  that  they 
would  now  focus  more  sharply  on  his  product  in  competition. 
Before,  they  had  their  separate  little  markets  and  dealers 
and  so  on,  but  this  opportunity  may  not  be  available  to 
them.   I  think  he  could  be  wrong,  because  you  can  maintain 
prices  regardless  of  the  laws  under  certain  exclusive  and 
semi -exclusive  dealer  assistance  plans  without  having  it 
illegal,  because  the  dealers  will  usually  cooperate.   1 
could  discuss  this  a  long  time. 

What  he  is  doing  now  is  trying  to  advise  his  management 
as  to  what  their  marketing  and  price  strategy  should  be  if 
the  fair  trade  laws  are  repealed.  He  wanted  to  discuss  the 
thing  with  me,  and  then  to  think  things  through  and  prepare 
a  memorandum  of  advice  to  the  management  of  his  company.   At 
some  point  he  said  he'd  send  me  a  copy  of  his  memorandum  to 
look  at. 

To  me  this  illustrates  something  that  I've  been 
interested  in  all  my  life,  and  that  is  what  you  may  call  the 
specific  business  aspects.   They're  highly  variable.   You 
have  to  know  a  great  deal  of  what  goes  on  in  a  business. 
You  can't  undertake  this  type  of  analysis  without  reference 
to  the  facts  of  a  given  situation.   My  book  published  in 
1939  was  full  of  this  sort  of  basic  factual  material, 
indicating  the  variations  as  between  products  and  trades  and 
enterprises  that  affect  their  policies  and  decision-making, 
and  therefore  the  consequences  of  various  types  of 
governmental  policies,  as  in  the  case  of  fair  trade. 

There'll  be  a  great  deal  of  this  kind  of  shifting 
around,  but  the  portents  certainly  are  that  when  the 
attorney  general  of  this  state  calls  his  effort  an  "anti- 
inflation  committee,"  for  the  short  run  this  is  probably 
okay;  it'll  probably  help  reduce  prices.   But  what  the  long- 
run  results  will  be  is  not  nearly  so  clear,  because  there 
you  have  to  have  knowledge  of  special  factors  in  each 
industry  and  trade . 

Nathan:   Do  you  have  any  general  attitude- -or  maybe  you're  telling  me 
that  it  isn't  possible  to  have  a  general  attitude- -about  the 
long-run  benefits  of  fair  trading?   Is  it  generally 
desirable? 

Grether:  No,  no.  You  see,  this  is  what  my  original  research  has 

suggested.   This  was  not  a  long-run  solution,  even  for  the 
people  who  wanted  the  price  protection,  because  it  set  in 
motion  forces  that  eventually  have  now  kicked  back  on  them-- 
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Nathan : 


for  example,  the  sort  of  thing  that  you  saw  in  this  case 
here  [referring  to  documents],  where  this  company  which  had 
been  using  the  fair  trade  laws  decided  to  get  its  market 
through  the  mass  merchandiser  on  a  non- fair- trade  basis.  A 
great  deal  of  this  has  happened.   In  other  words,  the  mass 
merchandisers  became  increasingly  important  in  this  country 
as  the  markets  and  the  Mama  and  Papa  stores  became  less  and 
less  important.   Small  dealers,  in  other  words,  have  been 
going  down  relatively,  and  the  mass  merchandisers  going  up. 
This  changed  the  entire  market  structure  and  therefore  the 
strategy  of  firms  in  going  to  the  markets. 

Always  you  have  to  keep  in  mind  the  private  label 
aspect.   There  are  many.   For  instance,  I've  done  a  great 
deal  of  work  in  the  tire  industry,  and  there  are  many 
private  labels  that  are  becoming  very  important.   Dealers 
would  like  to  have  a  national  brand,  but  they  would  also 
like  to  have  something  less  well  known  for  their  use  for 
special  price  competition.   Also  they'd  like  to  have 
something  they  call  their  own  label.   This  can  be  done  also, 
and  these  have  appeared.   This  is  true  of  many  fields.   It's 
an  old,  old  problem.   We  could  discuss  it  at  length 
sometime- -other  aspects  of  this  analysis. 

I've  done  a  lot  of  work  in  this.   In  fact,  a  little 
later  this  morning,  if  we  get  this  far,  I'll  talk  about  this 
in  terms  of  some  problems  for  the  Office  of  Price 
Administration  during  the  war  period,  because  it  created 
real  problems  there  also. 

Do  you  want  to  shift  from  this  now,  or  not?  Do  you  have 
further  questions? 

I  do  want  to  move  along,  but  there  is  one  other  thing  I 
wanted  to  ask  you  about . 


Contracts  and  Franchises 

Nathan:   You  mentioned  that  this  move  against  fair  trade  laws  was 

being  pushed  as  an  anti-inflation  measure.   Do  you  see  it  in 
that  light? 

Grether:   I  think  for  the  short  period,  yes. 
Nathan:   But  not  necessarily  for  the  long  run? 
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Grether:  Well,  it's  very  difficult.  Certainly  it  won't  do  harm  in 
the  long  run.   But  the  immediate  impacts  ought  to  be  more 
definite  than  the  long-run  impacts,  because  there  are  so 
many  possible  variations  of  marketing  strategy  that  can  be 
employed.  Also,  for  instance,  there  is  the  whole  area  of 
franchises,  so  many  things  are  franchised.  There  you  can 
get  price  controls  through  the  franchise  system  because  of 
the  intimacy  of  those  contractual  relationships.  This  has 
been  the  biggest  boom  of  all  in  this  country  in  the  last 
decade- -the  development  of  these  enormously  varied  types  of 
franchise  relationships. 

Fair  trade  is  a  contractual  relationship,  then 
implemented  by  the  so-called  "non-signers'  clause,"  so  the 
contractual  price  agreed  upon  between  a  manufacturer  and  any 
given  dealer  becomes  binding  upon  the  whole  trade  if  they're 
informed.   But  franchising  is  a  much  more  specific  type  of 
thing.   It  means  you,  from  the  standpoint  of  a  firm  owning 
the  franchise,  give  franchise  rights,  and  those  involve  very 
specific  contractual  relationships.   They're  very  tight. 
There's  a  tremendous  amount  of  legal  activity  in  this  area 
also.   I  don't  want  to  take  time  now,  but  there  are  some 
very  leading  cases.   I've  had  a  Ph.D.  thesis  written  under 
my  direction  by  a  man  named  Donald  Thompson,  a  Canadian 
who's  back  at  York  University  now.   It's  a  very  exciting 
area,  but  it  creates  very  real  difficulties  in  terms  of 
simple  generalizations  because  such  a  large  proportion  of 
marketing  now  is  under  this  type  of  relationship. 

Nathan:   One  thinks  of  food  franchises,  but  there  are  many  others? 

Grether:   Oh,  yes.   They're  very  popular,  of  course,  in  the  food 
field- -so-called  fast  food  operators  and  so  on. 

Nathan:   This  is  an  interesting  area. 

Grether:   This  is  why  marketing  to  me  is  a  very  exciting  field,  if  you 
get  to  know  enough  about  it  to  observe  the  variations  in 
strategy,  as  between  the  large,  the  medium,  and  the  small 
operators .   You  have  to  know  a  great  deal  to  be 
sophisticated  enough  to  observe  the  strategy. 

Nathan:   Is  it  your  impression  that  economic  downturns --depress ions 
and  recessions- -put  pressure  on  the  fair  trade  pricing?  Do 
the  fair  trade  laws  get  attacked  more  during  good  times  or 
bad? 
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Grether:  The  fair  trade  lavs,  although  they  did  not  arise  during  the 
Depression,  had  their  big  boom  during  the  Depression  as  an 
effort  to  hold  prices.  This  is  one  reason  why  the  effort  to 
remove  them  now  (1975)  is  a  success,  because  here  you  have  a 
Depression  with  rising  prices,  and  a  lot  of  public  sympathy 
with  the  effort  to  find  ways  to  get  prices  down.  During  the 
Great  Depression  the  effort  was  to  get  them  up.   The  belief 
was  that  if  you  could  get  prices  moving  up,  this  will 
resolve  problems.  Now  you  have  just  the  reverse. 

Nathan:   A  very  nice  point. 

Grether:   Yes,  a  very  reverse  situation. 


State  Economic  Development  Aeencv:   Life  Cycle  and  Changes 


Grether:   The  second  thing  is,  you'll  recall,  that  we  discussed  the 
Economic  Development  Agency  of  the  State  of  California  and 
how  briefly  I  was  chairman  of  its  technical  advisory 
committee.   I  hadn't  followed  it,  but  I  thought  I  might  pick 
this  up  a  bit,  because  I  have  in  front  of  me  here,  for 
example ,  the  Review  of  the  California  Department  of  Commerce 
dated  May  21,  1973,  by  the  Assembly  Committee  on  Efficiency 
and  Cost  Control.   Looking  through  this,  1  was  able  to 
update  myself. 

Apparently  the  Economic  Development  Agency  disappeared 
either  during  the  second  part  of  the  original  Governor 
Brown's  administration  or  when  Reagan  came  into  office. 
This  report  indicates  that  in  1968  a  Department  of  Commerce 
was  established  (this  was  the  Reagan  administration),  and 
this  gathered  under  its  banner  a  number  of  activities  and 
agencies  that  had  been  under  the  banner  of  the  state:   world 
trade  development,  tourism,  business  and  industrial 
development,  various  types  of  units  and  activities.   In 
terms  of  units,  the  California  World  Trade  Coordinating 
Council,  the  San  Francisco  World  Trade  Authority,  the 
Southern  California  World  Trade  Authority,  the  Economic 
Development  Agency,  the  Office  of  Tourism  and  Visitor 
Service,  and  the  Museum  of  Science  and  Industry  were  all 
brought  together,  then,  in  this  Department  of  Commerce. 

But  nothing  remains  static,  because  I  noticed  in  this 
report  that  this  committee  recommends  that  the  Commission 
for  Economic  Development- -which  was  created  under  this 
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banner  in  1971,  presumably  to  replace  the  other  agency  which 
I  mentioned  had  been  in  operation  earlier  —  should  now  be 
enlarged  and  given  broader  authority  in  relation  to  the 
Department  of  Commerce.   It's  suggested  here  that  this 
enlarged  Commission  for  Economic  Development  should  advise 
the  Department  of  Commerce  in  carrying  out  its  functions  and 
responsibilities.   It  should  consider  programs  to  further 
the  economic  development  of  the  state.   It  should  study  the 
laws  and  programs  of  other  states  relating  to  economic 
development.   It  should  confer  with  government  officials  and 
representatives  of  business  and  industry  and  other  persons 
and  organizations  interested  in  the  promotion  of  economic 
development.   Finally,  it  should  make  recommendations 
concerning  legislation  affecting  the  economic  development  of 
the  state. 

You  may  recall  that  earlier  I  pointed  out  that  there  was 
a  problem  of  the  latitude  of  the  responsibilities  of  the 
original  Economic  Development  Agency.   Now,  in  this 
morning's  paper  there  is  reference  to  a  report  that  has  gone 
to  the  governor,  which  he  says  he  hasn't  seen  as  yet,  in 
which  there  are  suggestions  for  the  creation  of  jobs. 

Nathan:   Is  this  the  Lorenz  report? 

Grether:   Yes,  the  Lorenz  report.   The  governor  immediately  raised  the 
question,  "Where's  the  money  coming  from?"  as  he  is  wont  to 
do,  but  also  said  he  hasn't  seen  the  report.   The  only 
reason  for  mentioning  this  is,  you  may  recall,  that  when  we 
discussed  the  Governor's  Conference  on  Employment  and  its 
recommendations  back  in  1949,  we  were  in  the  same  area. 
We're  in  an  area  where  there  are  continuing  problems; 
therefore  there  are  adjustments  being  made  in  Sacramento  and 
the  private  sector  in  reaction  to  each  other,  and  in  a  sense 
we're  right  back  where  we  were  in  1949  and  '50  again,  with 
no  permanent  solutions. 

This  varies  a  great  deal,  of  course,  with  the  type  of 
administration.  Reagan,  you  see,  has  tried  to  move  things 
in  the  direction  of  allowing  the  private  sector  to  carry  a 
larger  amount  of  the  responsibility.   In  any  event,  there 
has  to  be  cooperation  between  government  and  the  private 
sectors  on  some  reasonable  basis.   The  latter  is  the 
problem—what  is,  at  a  given  time  in  history,  the  reasonable 
nature  of  these  relationships?  Undoubtedly,  Governor 
[Jerry]  Brown  is  going  to  have  a  horrendous  problem  on  this 
score,  considering  his  own  background  and  promises  and 
problems.   If  he's  lucky,  as  Earl  Warren  was,  and  things 
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start  moving  up,  then  fine.   But  if  it  turns  out  to  the 
contrary,  it'll  test  him  to  the  limit,  because  this  is 
really  down  now  to  the  grassroots  level.   What  should  the 
state  do? 

Earl  Varren  told  me  that  if  unemployment  got  very  much 
higher,  he  was  in  deep  trouble,  but  fortunately  things 
reversed  themselves.   Hopefully  they  will  reverse  themselves 
now,  and  that  burden  of  unemployment  and  these  other 
problems  will  be  lessened  rather  than  increased.  As  yet,  no 
one  really  knows  what  the  present  governor's  stands  will  be 
on  some  of  these  things . 

Nathan:   If  this  interests  you,  what  do  you  think  of  the  validity  of 
the  argument  that  one  should  not  have  state  development  of 
jobs  because  that  will  raise  taxes? 

Grether:   I'm  sympathetic  to  the  view  that,  insofar  as  possible,  the 
private  sector  should  provide  the  jobs.   But  if  at  a  given 
period  of  time  this  is  not  occurring  and  people  are 
unemployed,  I  think  that  the  state  does  have  the 
responsibility.   With  respect  to  the  question  you  raised,  if 
jobs  are  created,  the  purchasing  power,  therefore,  is 
developed  in  this  process;  that  will  improve  the  tax  base. 
There  can  be  calculations  made.   It's  not  impossible  that 
the  increase  in  the  tax  returns  would  more  than  offset  the 
cost,  depending  upon  the  nature  of  the  situations  and  the 
results  achieved. 

This,  of  course,  gets  us  back  into  a  whole  Keynesian 
type  of  analysis,  which  I  think  I  mentioned  earlier  also. 
The  real  problem  is  that  it's  very  difficult  once  government 
makes  a  move  to  change  the  direction,  because  you  build  up 
so  many  vested  interests  who  wish  to  maintain  that  program 
even  though  economic  conditions  would  suggest  a  reversal  of 
the  emphasis.   In  other  words,  during  poor  times  one  should 
employ  deficit  spending  to  help  create  jobs,  build  up 
purchasing  power,  and  then,  as  you  move  into  better  times, 
one  should  stop  those  programs.   If  you  watch  President 
Ford,  he's  talking  about  this  right  now.   He  wants  to  stop 
some  of  this  activity  because  he  is  predicting  that  better 
times  are  coming  just  around  the  corner.   [laughter]   If 
he's  right,  good;  if  he's  wrong, then  we  are  in  deeper 
trouble.  There  are  two  things.  One  is  the  difficulties  of 
prediction;  the  other  is  the  difficulties  of  offsetting  the 
requests  of  vested  interests  who  want  to  maintain  given 
programs  and  even  enlarge  given  programs. 
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Nathan: 
Gr ether: 
Nathan: 
Gr ether: 


It's  striking  how  vital  these  problems  are  right  now,  the 
ones  that  you've  been  dealing  with  so  long. 


Well,  these  are  continuing  problems. 
University,  too. 


It's  true  of  the 


Nathan: 
Grether: 


Yes.   Do  you  think  there's  no  such  thing  as  a  government 
program  that  self-destructs  at  a  certain  point? 

It  can  be  set  up  that  way.   In  fact,  things  could  be  set  up 
that  way  in  the  University,  but  almost  always  it  takes 
either  a  major  crisis  or  catastrophe,  or  a  major  new 
administration.   When  we  get  into  the  University,  this  will 
be  an  interesting  thing  to  observe. 

Carl  Sauer,  who  is  still  an  emeritus  professor  in 
geography,  said  something  years  ago  that  I  liked  very  much. 
He  said,  "Any  new  agency  of  the  University  should  be  given  a 
life  of  ten  years.   It'll  probably  do  its  chief  creative 
thing  during  the  first  ten  years."   [laughter]   There's  a 
lot  to  be  said  for  that. 

Yes.  That's  an  interesting  idea. 

And  always  difficult  to  establish  the  time  period.   But  now 
we  have  a  review  process;  University  agencies  are  reviewed 
every  five  years.   If  they  are  not  perfunctory  reviews, 
something  could  be  done  then  to  either  close  down  or  adjust 
the  direction  of  the  agencies.   Of  course,  this  happens  to 
some  extent  in  the  political  process  in  changes  of 
administration.   But  it's  very,  very  difficult  to  destroy  a 
well-established  unit  in  a  federal  or  state  bureaucracy  that 
has  built  up  a  constituency,  because  the  clamor  gets  to  be 
almost  irresistible  for  maintenance  of  the  agency's 
services . 


290 


XII   PUBLIC  SERVICE  IN  THE  FEDERAL  SECTOR,  1930s 


Grether:   If  you  wish,  we  could  turn  to  an  example  of  something  where 
the  agency  was  liquidated—a  whole  series  of  programs  were 
liquidated—because  of  an  action  by  the  Supreme  Court  of  the 
United  States.   In  other  words,  I  would  now  like  to  begin  a 
discussion  of  public  service  in  the  federal  sector  and  leave 
the  state  sector. 


NRA  vs.  Antitrust  Laws 


Grether:   The  first  major  example  of  this,  at  least  in  my  experience, 
has  to  do  with  the  National  Industrial  Recovery 
Administration  established  in  the  Great  Depression  under  the 
Roosevelt  administration  as  one  of  the  efforts  to  try  to 
move  us  out  of  the  depths  of  the  Great  Depression.   This  was 
a  most  unusual  type  of  thing  for  this  country  because  it 
represented  to  some  extent  an  abrogation  of  the  antitrust 
laws.   Members  of  industries  and  trades  were  not  only 
allowed  but  encouraged  to  meet  together  under  the  aegis  of  a 
so-called  government  authority  and  work  out  codes  to  govern 
the  relations  among  them  in  American  industry  and  trade.   So 
you  had  the  so-called  "Codes  of  Fair  Practice"  which  became 
established  in  this  manner.   Most  of  American  industry  came 
under  these  types  of  codes. 

This  was  to  some  extent  an  abrogation  of  the  antitrust 
laws,  where  the  simplest  violation  is  getting  together  with 
your  competitors.  Now  they  were  allowed,  but  under  the 
aegis  of  the  government  code  authority,  to  get  together  and 
talk  about  their  practices  and  to  work  out  programs,  so- 
called  "fair  practice"  programs.   Part  of  their  reason  for 
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this  was  the  thing  we  mentioned  earlier- -the  fact  that  the 
price  level  was  so  depressed  that  there  was  mass 
unemployment.   It  was  felt  that  if  something  could  be  done 
to  move  the  price  level  up,  this  would  provide  the  basis  and 
returns  in  private  industry  for  an  increase  of  employment. 
This  is  what  the  NRA  was  all  about,  along  with  other  efforts 
also. 

Looking  back  upon  it,  it  is  really  amazing  that  this 
country  capitulated  so  simply  and  so  clearly,  because  in  a 
sense  we  were  following  a  pattern  somewhat  similar  to  that 
followed  in  Germany,  and  when  we  came  back  from  Germany  and 
found  the  Blue  Eagle  flying  and  screaming  in  this  country, 
it  reminded  us  of  the  swastika  in  Germany.   It  had  much  of 
the  same  characteristics  of  organizing,  especially  to 
protect  the  lower  middle  class  and  the  middle  class  people. 
A  great  deal  of  this  type  of  thinking  was  present. 

In  other  words,  it  indicates  something  that  I  think  is 
exceedingly  important  in  a  democracy,  and  that  is  that  under 
crisis  conditions,  especially  with  substantial  unemployment, 
societies  can  go  to  the  extreme,  are  apt  to  go  to  the 
extreme,  to  try  to  find  short- run  solutions.   Here  you  have 
FDR  [Franklin  Delano  Roosevelt],  the  new  president, 
replacing  Hoover,  the  conservative.   Hoover  had  begun  some 
things,  but  they  were  not  sufficient;  at  least,  not  enough 
happened,  so  FDR  pledged  to  do  something.   He  created  a 
whole  series  of  so-called  New  Deal  programs. 

The  National  Industrial  Recovery  Administration  was  the 
most  massive,  I  suppose,  of  these  programs  because  of  its 
nature.   In  this  case,  all  of  this  was  liquidated  by  the 
Supreme  Court  in  the  famous  Schechter  decision  in  1935. 
After  the  Supreme  Court  held  that  these  programs  were 
unconstitutional  in  this  country,  then,  of  course,  this 
whole  elaborate  set  of  procedures  had  to  be  liquidated. 


Preserving  the  Record 


Grether:   In  any  event,  at  the  end  it  was  decided  to  set  up  a  division 
of  review  to  try  to  preserve  the  record  of  these  various  NRA 
programs  for  future  reference ,  because  this  had  been  an 
enormous  effort  to  organize  the  totality  of  American 
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economic  life  under  codes.   I  was  asked  then  to  come  down 
and  help  present  the  results  in  one  small  sub -segment. 

What  I  have  before  me  is  Work  Materials  No.  57  of  the 
Trade  Practices  Section  of  the  Division  of  Review  of  the 
Office  of  National  Recovery  Administration,  and  it's 
entitled  Restriction  of  Retail  Price  Cutting  With  Emphasis 
on  the  Drug  Industry,  by  Mark  Merrell,  E.T.  Grether,  and 
Sumner  S.  Kittelle.   Both  Merrell  and  Kittelle  were  regular 
staff  members.   I  was  brought  in  to  work  with  them  and  other 
staff  people  to  prepare  this  summary.   There's  a  collection 
of  these  in  our  main  library,  because  these  became  very  fine 
source  materials  for  industry  after  industry  and  trade  after 
trade.   In  fact,  they  also  became  source  materials  for  the 
Temporary  National  Economic  Committee  which  came  along  not 
too  long  afterward,  as  a  broad  overall  view  of  the 
functioning  of  American  industry  and  American  economy. 

Why  was  I  brought  into  this  particular  study  and  why  was 
I  willing  to  do  it?  It  so  happens  that  this  is  exactly  the 
area  upon  which  I  was  doing  research,  where  I'd  gone  to 
England  to  study  the  record  there,  and  where  I  was  doing 
research  in  California.   Somehow  people  were  aware  of  this. 
Also,  from  my  point  of  view  this  fit  beautifully  into  my  own 
research  interests.  It  gave  me  access  to  the  files  at 
Washington  and  to  the  materials  as  they  were  summarized. 

There's  no  reason  to  really  go  into  detail  here,  because 
this  volume  is  available  in  the  library  and  in  my  own  two 
copies.   From  my  point  of  view,  my  contributions  were  of  two 
sorts.   I  helped  put  this  together,  but  also  I  contributed 
some  of  my  California  materials,  because  I  had  been  doing 
research  in  California.   So  I  was  able,  based  upon  my 
research,  to  add  these  materials  to  the  record,  which  is 
something  they  didn't  have  in  this  detail  or  depth  in  the 
Washington  office.   As  it  turned  out,  this  was  exceedingly 
valuable  to  me  in  my  own  research.   For  instance,  the 
article  that  I  prepared  for  the  California  Law  Review 
(September  1936)  to  some  extent  is  able  to  draw  upon  these 
materials  and  this  experience.   My  1939  book  also  benefited 
from  having  access  to  these  materials. 

But  one  should  not  overemphasize  this,  because  (and  I'd 
assume  this  is  true  of  the  other  work  materials)  this  is 
very  rough;  the  writing  is  poor,  just  put  together 
hurriedly.   When  I  came  down  there,  I  found  the  whole  staff 
sitting  in  an  office  with  their  feet  on  their  desks,  ready 
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to  move.   In  other  words,  when  the  NRA  was  closed  down,  it 
involved  an  enormous  convulsion  in  Washington  [laughing]  in 
the  re-allocation  of  space.  They'd  been  doing  nothing.  We 
were  moved  into  some  temporary  office  someplace  else,  and 
then  we  went  to  work  again  trying  to  prepare  this  document. 

Nathan:   How  big  a  staff  worked  with  you  in  this  part  of  the  effort? 

Grether:   I  have  forgotten,  frankly.  You'll  find  reference  to  the 
various  people  in  here  [referring  to  the  summary] ,  and 
there 'd  been  a  considerable  amount  of  work  done  before  1 
arrived.   I  should  not  overemphasize  my  contribution, 
because  although  I'm  one  of  the  three  authors,  the  other 
people  had  been  doing  the  background  work.   I  helped  put  it 
together  and  made  my  contribution,  but  much  of  this  had  been 
done  by  the  staff  people. 

Nathan:   Did  you  have  a  deadline  when  it  was  to  be  ready? 

Grether:  This  is  dated  March  1936.  Oh,  yes,  there  was  a  deadline  for 
all  of  these.   It  had  to  be  done  under  very  extreme  pressure 
because  the  whole  thing  was  being  liquidated. 

It  was  a  wonderful  thing,  by  the  way,  that  someone  had 
the  wisdom  to  require  each  unit  to  try  to  prepare  a 
statement  of  its  activities  and  some  of  the  results  of  its 
activities. 


Forging  Lone-Term  Associations 


Grether:  One  of  the  things  that  happened  here  that  is  very  important 
in  understanding  some  things,  so  far  as  I'm  concerned,  is 
that  it  put  me  in  touch  with  people  with  whom  I  remained  in 
touch  thereafter.   For  example,  I  notice  here  on  the  front 
page  a  reference  to  Wroe  Alderson.   I  think  this  is  my  first 
contact  with  him.   He  later  on  became  a  professor  at  the 
Wharton  School.  He  and  I  interacted  for  many  years  in  the 
American  Marketing  Association;  we  were  members  of  the  first 
board  of  trustees  of  the  Marketing  Science  Institute;  we 
appeared  together  in  scholarly  programs.  He  and  I  are  the 
only  two  people  ever  to  receive  the  Converse  Award  twice, 
for  example.  He's  now  deceased;  he  was  an  exceedingly  able 
Dane  by  ancestry- -a  very  interesting  fellow. 
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Another  person  whose  name  appears  here  is  Corwin 
Edwards .  Corwin  and  I  have  been  friends  for  many  years  and 
have  often  interacted,  including  a  paper  in  last  summer's 
issue  of  California  Management  Review.  He  wrote  it  at  my 
request  in  a  series  on  overall  views  of  competition  analysis 
throughout  the  world.   Mark  Merrell  was  an  interesting 
person  because  he  and  his  wife  were  right  in  the  middle  of 
this  whole  New  Deal  group.   I  loved  to  listen  to  him  tell 
about  these  various  people  that  I  read  about  but  did  not 
know  personally.  He  was  chock-full  of  lore  about  what  was 
going  on  there .  A  young  lawyer  in  this  group  was  George 
Feldman,  a  very  strong,  vigorous  young  man.  He  later  on 
became  the  general  counsel  for  the  Great  Atlantic  and 
Pacific  Tea  company,  based,  no  doubt,  in  part  upon  the 
experience  that  he  had  here . 

This,  unless  you  have  questions,  I  think  may  be  all  we 
need  say  about  this,  except  perhaps  to  point  out  that  this 
volume  was  useful  not  only  to  me  but  to  other  people.   For 
example,  there  was  a  Ph.D.  thesis  written  at  Harvard  by  a 
man  named  Palamountain,  published  under  the  banner  Politics 
of  Distribution,  which  drew  heavily  upon  this  volume  as  well 
as  upon  some  of  my  early  writings.   I  suspect  if  one  had  the 
full  record  one  would  be  amazed  at  the  extent  to  which  these 
collections  of  materials  served  the  interests  of 
researchers- -Ph.D.  candidates  and  others --over  the  years. 

I  know  I  had  one  man- -Richard  D.  Gettell--who  wrote  a 
seminar  paper  for  me  in  which  he  went  through  many  of  these 
codes  and  tried  to  summarize  the  types  of  practices,  classes 
of  practices.   Then  he  eventually  wrote  a  Ph.D.  thesis  under 
my  direction.   (By  the  way,  Dick  Gettell  is  the  son  of 
Professor  Gettell  of  the  Political  Science  Department  here.) 
Dick,  as  a  result  of  this  experience,  developed  a  concept  of 
pluralistic  competition,  which  was  innovative  thinking.   He 
was  so  impressed  by  the  variety  of  expressions,  these  codes, 
as  between  industries  and  trades  that  this  became  his  way  of 
trying  to  find  the  proper  label  to  show  the  variety  of 
competitive  expressions. 
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Evaluating  the  Blue  Eagle 


Nathan:   I  judge  by  your  comparison  of  the  Blue  Eagle  to  the  swastika 
that  you  have  deep  convictions  about  the  advisability  of 
such  actions.   Would  you  care  to  say  whether  it  was  a  good 
idea  or  not,  whether  you  thought  it  was  well  thought  out  and 
well  done  or  not? 

Grether:   1  don't  think  this  was  well  thought  out.   I  think  this  was 

an  emergency  crisis  type  of  reaction.  To  me  one  of  the  most 
amazing  things  was  General  Hugh  Johnson.  I  guess  he  was  one 
of  our  own  alumni.   He  was  given  the  job  of  riding  herd  on 
the  country  [laughter] ,  literally;  he  was  the  man  on 
horseback,  so  to  speak,  that  was  the  active  arm. 
Incidentally,  when  he  came  to  this  campus  he  was  initiated 
into  Phi  Beta  Kappa  as  an  honorary  member.   I  was  a  member 
of  the  chapter  at  the  time.   I  suspect  a  job  like  this  leads 
one  to  alcoholic  bolstering.   It  just  must  have  been  a 
horrendous  job.   He  was  really  the  activist  that  had  to  keep 
driving  the  country  to  new  heights  of  endeavor  to  try  to  get 
us  out  of  the  doldrums  of  the  Great  Depression. 

It  was  amazing  how  little  reliance  we  had  upon  "natural 
forces."  That  was  the  Hoover  doctrine- -that  eventually  the 
natural  forces  of  competition  would  restore  employment  and 
bring  us  up  again- -but  the  crisis  was  so  grave  and  so 
widespread  that  people  just  couldn't  wait.   One  had  to  do 
something,  and  it  was  good  Keynesian  doctrine  to  engage  in 
deficit  financing  and  to  try  to  create  employment.   But  it 
was  not  necessary.   This  is  what  they  were  doing  here-- 
developing  a  scheme  under  which  everybody  was  required  to  be 
organized. 

I  think  I  might  have  mentioned  this  earlier:   this  then 
provided  the  basis  for  the  unfair  practices  laws  of  the 
states.   They  were  often  called  little  NRA  laws,  because  the 
states  tried  to  provide  a  basis  legally  within  this 
framework  for  the  states  in  abrogation  of  the  antitrust 
laws,  so  to  speak,  so  they  could  continue  some  of  these 
activities.  There  was  a  definite  transfer  in  the  State  of 
California,  and  I'm  sure  in  other  states,  too,  of  some  of 
these  programs  from  the  aegis  of  the  code  authority  to  a 
trade  association  secretary.   The  same  people  became  trade 
association  secretaries,  and  under  the  California  Unfair 
Practices  Law  it  is  possible  for  trade  associations  to 
undertake  some  of  these  same  types  of  programs. 
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Forcing  Codification 


Nathan:   Do  I  understand  correctly  that  your  primary  criticism  of  the 
NRA  effort  was  the  codifying  of  everyone? 

Grether:  That's  right. 

Nathan:   Rather  than  the  effort  itself? 

Grether:   Veil,  there  was  a  need  to  do  something,  but  it  was  not 

necessary  in  the  process  to  force  everybody  to  codify.  This 
process  of  codification,  trade  by  trade  and  industry  by 
industry,  could  have  provided  the  basis  for  very  extreme 
centralized  control  at  some  point,  once  you  got  the  pattern 
established. 

Nathan:    I  see.   You  didn't  like  what  was  coming  up  next? 

Grether:   No.   This,  you  see,  was  practically  a  denial  of  the  types  of 
coordination  and  results  you  get  under  the  market  system. 
This  was  replacing  the  market  system,  to  some  extent,  by 
formal  procedures  in  industries  and  trades. 

Nathan:   You  wanted  to  defend  the  market  system? 

Grether:  Not  necessarily,  but  I  didn't  think  it  desirable  to  provide 
for  this  kind  of  formal  abrogation.   This  is  something  very 
basic.   In  a  paper  I  read  at  the  Illinois  symposium,  1  said 
that  last  spring,  when  1  was  in  Japan,  I  kept  saying  to 
myself  that  the  Japanese  ought  to  do  obeisance  daily  to  the 
goddess  of  market  coordination,  because  I  tried  to  visualize 
how  one  could  run  this  labyrinthine  society  with  its  myriad 
of  activities  from  the  top. 

The  market  system,  you  see,  is  a  means  of  coordinating 
all  of  this  in  a  manner  almost  inconceivable.   That's  the 
nice  thing  about  it;  you  don't  have  to  do  it  from  the  top. 
In  a  command  society—in  Russia,  let's  say,  for  example-- 
you've  got  to  do  this  through  the  bureaucracy.   It's  so  much 
nicer  to  have  it  done  simply  and  flexibly  through  the  market 
system  insofar  as  it's  workable.   Now,  when  it  breaks  down, 
as  it  did  during  the  Depression,  then  you  can  see  why  some 
people  would  reach  a  conclusion,  "Let's  replace  it  with 
formal  organized  efforts."  If  this  had  continued,  it  could 
very  well  have  been  the  basis  for  moving  us  into  a  different 
form  of  economic  organization.   But  here's  where  the  Supreme 
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Court  saved  this  country—at  least  from  my  point  of  view  it 
saved  the  country- -from  having  the  basis  here  for  a 
different  form  of  economic  organization. 


Differences:  The  Nine  Old  Men  and  the  Warren  Court 


Nathan:   Do  you  remember  the  criticism  of  the  nine  old  men  who  were 
standing  against  progress? 

Grether:   FDR  felt  strongly  about  those  nine  old  men,  just  as  many 

people  felt  strongly  about  the  Warren  court.   But  that's  a 
different  context  entirely,  the  Warren  court  situation.   But 
the  same  type  of  feeling. 

I  was  at  the  Faculty  Club  just  the  other  day,  and  I 
heard  very  strong  criticism  of  the  Warren  court  as  having 
almost  ruined  this  country  by  leading  it  down  a  path  away 
from  its  traditional  pattern.   The  argument  was  that  the 
court  should  not  legislate,  and  that  the  Warren  court 
definitely,  with  its  eyes  open,  became  a  legislative  medium. 
That's  a  very  difficult  problem- -to  what  extent  and  how  a 
court  begins  taking  the  prerogative  of  legislation  away  from 
the  legislatures.   In  the  Schechter  case,  the  court  moved  in 
and  said,  "These  actions  are  wrong." 

Nathan:   This  Is  the  NRA  complex? 

Grether:  Yes.  Whereas  the  Warren  court  provided  for  certain  types  of 
actions  that  many  people,  of  course,  have  disliked  since, 
like  the  famous  Brown  school  case  and  so  on. 


Nathan:   Shall  we  now  move  into  the  war  period? 
Grether:   Fine.  That  would  be  very  good. 
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Interlude:   The  Wharton  School  and  Columbia  University 


Grether:  Before  we  get  there,  I'd  like  to  just  indicate  something  by 
way  of  background.   Sometime  in  1938,  President  Sproul 
called  me  in  and  said  I'd  been  recommended  for  the 
professorship  and  everything  was  in  order,  but  that  things 
were  financially  slow  at  the  University  and  he  wanted  to 
delay  this.  Actually,  it  would  cost  him  $100  a  year, 
[laughter] 

Nathan:   You  were  at  this  time  an  associate  professor? 

Grether:   Yes,  at  the  top  of  the  scale- - $3 ,900.   The  professorship 
began  at  $4,000.   [laughter]  Just  next  to  me  in  line  was 
Victor  Lenzen.   I  checked  with  Victor  one  time,  and  he  was 
told  the  same  thing.   I  sometimes  think  that  President 
Sproul  used  to  calculate  the  future  cost  of  any  hundred 
dollar  increase  [laughter]  over  a  period  of  time.   In  any 
event,  this  literally  occurred- -all  very  friendly  and  so  on. 

Some  time  thereafter,  I  received  an  inquiry  from  the 
Wharton  School  of  Finance  and  Commerce  in  Philadelphia, 
asking  if  I  might  be  interested  in  coming  there  as  a 
visiting  professor.   I  happened  to  mention  this  to  my  wife, 
and  I  said,  "I'm  sorry  we  can't  go."   She  said,  "What  are 
you  talking  about?   I  didn't  know  anything  about  this."   I 
said,  "Well,  you  know,  you're  quite  pregnant.   You're  having 
a  baby  next  fall."   She  said,  "Don't  they  have  babies  in 
Philadelphia?"   I  said,  "Well,  I  guess  they  do."   [laughter] 
So  I  gave  some  thought  to  it.   As  it  happened,  in  light  of 
President'  Sproul's  wish  to  save  $100,  I  went  to  the  Wharton 
School  as  visiting  professor  at  a  very  nice  increase  over  my 
California  salary. 

Nathan:    Is  there  a  time  limit  on  visiting  professorships? 

Grether:  Normally  two  years,  yes.  This  was  a  year's  appointment.  We 
arrived  in  Philadelphia,  and  in  due  course  our  third  child, 
David,  who  is  now  professor  of  economics  at  California 
Institute  of  Technology,  was  born  in  the  fall  under  the 
aegis  of  a  doctor  whose  name  was  Pain.   [laughter] 

Nathan:   That's  not  very  encouraging. 

Grether:   But  I  think  in  some  ways  it  was  fortunate,  because  there  was 
some  slowness  in  delivery  and  my  wife  had  very  exceptional 
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care  (Philadelphia  is  famous  for  its  medicine) . 
everything  went  along  very  nicely. 


And  so 


I  hadn't  been  there  more  than  about  two  months  when  they 
offered  me  a  professorship  to  remain  there.   So  this  is  what 
this  was  all  about;  they  were  trying  to  do  a  rebuilding  job 
on  their  faculty.   I  wrote  to  President  Sproul  and  to  the 
department  saying  this,  indicating  that  it  would  be  of 
interest  to  me  to  know  whether  they  wished  to  have  me  remain 
in  Berkeley. 

As  usual,  there  was  a  considerable  delay;  in  fact,  it 
got  a  little  irksome.   I  was  just  about  ready  to  seriously 
consider  the  Vharton  offer  when  I  heard  from  President 
Sproul  that  they'd  be  glad  to  have  me  return  at  a  salary  of 
$5,000.  Wharton  was  offering  me  $6,800,  but  I  preferred  to 
come  to  Berkeley.   So  I  came  back.   So  it  cost  the 
University  of  California  $1,000  extra  [laughter]  to  have  me 
sit  outside  the  door  to  be  told  they  couldn't  afford  $100. 
In  any  event,  I  was  glad  to  return  here.   I've  often 
wondered  what  would  have  happened  if  we'd  stayed  in 
Philadelphia,  what  would  have  been  the  nature  of  my  academic 
and  other  aspects  of  my  career. 

Nathan:    Is  the  Wharton  School  the  oldest  business  school? 

Grether:   It's  the  oldest  in  the  United  States  in  terms  of  the 

original  Wharton  document,  in  1881.   Actually,  we  were  the 
oldest,  established  in  1898,  in  terms  of  having  a  dean  and  a 
full  program.  We  will  discuss  this  in  detail  in  a  later 
section. 

The  Wharton  School  is  part  of  the  University  of 
Pennsylvania.   It's  a  very  large  institution.   It  then  did 
and  now  still  has  to  divert  some  of  its  income  from  its 
tuition  and  so  on  to  general  university  support,  including 
the  medical  school,  which  is  a  very  difficult  problem  for 
every  university.  We're  discovering  this  now  in  our  own 
University  system. 

One  reason  I  was  glad  to  come  back  was  not  only  because 
I  think  we  belong  in  the  West- -we  like  its  openness 
geographically  as  well  as  the  people,  who  have  a  kind  of 
freedom  about  them;  they're  much  less  stuffy,  we'll  put  it 
that  way,  than  some  of  the  people  in  the  East.   Oh,  we  have 
had  very  good  relationships  there,  but  there's  a  difference. 
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For  example,  I  remember  being  asked  to  appear  before 
the  —  I've  forgotten  the  name  of  the  group  in  Philadelphia. 
They  all  met  in  tuxedos,  and  they  had  the  then  American 
ambassador  to  Denmark- -what  was  her  name? 

Nathan:   Eugenie  Anderson? 

Grether:   She  was  the  daughter  of  William  Jennings  Bryan;  that  may 

have  been  her  married  name  [Anderson] .   She  was  the  speaker. 
That  was  one  meeting.   The  other  meeting,  Mark  Chi  Ids  was 
the  speaker.   I  was  asked  to  be  the  discussant,  for  example. 
This  is  inconceivable  [laughter]  here;  you  go  directly  from 
the  speaker  to  the  audience.   But  not  there.   They  had  a 
very  formal  way;  everything  tended  to  be  much  more  formal, 
at  least  then.   And  also  there  was  a  certain  lack  of 
friendliness,  partly  because  the  thing  had  happened  there 
that  has  happened  now  in  Berkeley;  the  people  lived  so 
widely  throughout  a  broad  metropolitan  area- -some  on  the 
main  line,  some  here,  some  there,  at  Swarthmore- -and  they 
didn't  meet  socially.   This  was  the  nice  thing  about 
Berkeley  in  the  early  period;  we  all  lived  around  the  campus 
and  had  a  nice  social  life  as  well  as  intellectual  life 
centered  upon  the  campus. 

In  any  event,  I  came  back.   But  on  the  way  back  I  taught 
at  Columbia  in  a  summer  session  and  lived  in  Leonia,  New 
Jersey.   Incidentally,  Harold  Urey,  the  Nobel  Prize  winner 
who  used  to  be  in  chemistry,  who's  been  on  the  campus  at  La 
Jolla  all  these  years,  was  also  living  in  Leonia.   My  wife 
and  he  had  met  first  at  the  University  of  Montana,  where 
both  were  students.   I  just  mention  that  by  way  of  comment. 
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XIII  WORLD  WAR  II  AND  WARTIME  SERVICE 


Grether:   On  the  way  home  from  Columbia  we'd  taken  a  trip  to  New 

England,  up  into  Canada,  carrying  our  by  then  ten-months-old 
son  along  with  us,  but  it  was  quite  an  enjoyable  experience. 
As  we  drove  into  our  garage  and  were  just  about  to  enter  the 
house,  a  car  pulled  up,  and  here  was  Douglas  McPhee,  who  had 
been  a  student  in  my  seminar  on  the  campus,  and  who  had  been 
one  of  the  most  interesting  students  I  ever  had.   When  he 
was  in  my  seminar  he  was  the  editor  of  Western  Advertising. 
a  journal  in  that  field. 


Safewav  Company  and  Preparing  for  Wartime 


Grether:   He  was  now  the  director  of  research  for  the  Safeway  Company. 
He  announced  that  he  had  been  asked  by  his  management  to 
talk  to  me,  because  they  were  getting  worried  about  the  war 
clouds  lurking  in  Europe  and  what  it  might  mean  to  their 
business,  and  would  I  be  willing  to  advise  them  on  this 
problem.   I  said,  "Well,  Douglas,  I'm  just  driving  in;  I've 
been  away  for  over  a  year.   I've  got  lots  of  things  to  put 
together.   I'll  think  about  it." 

So  what  I  finally  did  was  to  arrange  a  dinner  meeting 
down  at  the  Athens  Club,  which  they,  of  course,  hosted. 
Present  were  people  like  Howard  Ellis,  who  were  in  touch 
with  the  world  situation,  to  see  just  what  they  might  do  by 
way  of  preparation.   I  thought  this  showed  amazing 
foresight- -that  already  in  the  fall  of  '39  they  began  to 
think  about  what  adjustments  they  might  want  to  make  with 
the  risk  of  war  looming.   As  I  recall,  the  advice  we  gave 
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Nathan: 
Grether: 


them  was  that  for  the  time  being  they  needed  do  nothing 
because  this  was  still  a  European  war  and  so  on. 

This  was  my  first  contact,  by  the  way,  with  the  Safeway 
Stores  at  the  top  level.   Later  on,  in  1942,  when  we  were  in 
the  war- -and  this  will  help  put  some  other  things  together- - 
the  then-president  of  the  company,  Lingan  A.  Warren,  asked 
me  if  I  would  interview  him  and  all  the  other  top  executives 
and  ask  what  their  thinking  was  with  respect  to  wartime 
controls  and  price  controls.   (I  have  a  report  of  that 
somewhere- -maybe  in  that  folder  there  [pointing].)  It  was 
interesting  to  discover  that  they  all  had  different  views; 
whether  it  was  the  president  or  the  first  vice  president  or 
whatnot,  they  were  quite  different.   This  is  something  I 
think  it's  very  important  to  realize:   although  a 
corporation  is  a  monolith  and  finally  comes  to  a  peak  and 
someone  makes  decisions,  often  there  are  enormous  variations 
of  opinions  and  positions. 

During  the  period  when  I  was  dean  of  the  school ,  we 
tried  an  experiment  for  a  couple  of  years.  We'd  asked  the 
top  executives  of  corporations  to  come  over,  one  at  a  time, 
and  try  to  interpret  the  corporations  and  their  policies  to 
our  students- -just  open  type  of  discussion  for  all  members 
of  our  student  body.   We  might  have  ten  such  meetings  for  a 
given  corporation,  like  the  Standard  Oil  Company. 

How  interesting. 

Yes.   It  turned  out  to  be  especially  interesting,  because 
we'd  find  that  there  were  often  strong  differences  of  views 
with  respect  to  the  policies  and  what  should  be  the  policies 
of  the  corporation,  say,  between  the  top  management  and  the 
presidential  level,  or  the  treasurer  on  the  financial  side 
and  somebody  on  the  marketing  side  or  whatnot.   They  saw  the 
corporation  from  quite  different  points  of  view  and  had 
quite  different  positions.   This  is  something  I  discovered 
immediately  in  the  case  of  the  Safeway  Company. 

Before  we  go  ahead,  I  think  I  should  explain  why  it  is 
that  I  stayed  in  Berkeley  during  the  war  and  my  war  work  had 
to  be  concentrated  here.   I'd  had  a  serious  back  problem  for 
many  years.   This  is  not  unusual;  many  people  have  this. 
But  it  got  to  be  serious  in  the  sense  that  my  left  leg  began 
to  be  impaired,  got  a  bit  numb.   I  developed  a  foot- flip, 
which  indicates  some  lack  of  control  in  the  nervous  system. 
So  I  had,  of  course,  very  careful  medical  checks  made,  and 
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it  was  discovered  there  was  an  impingement  in  my  spinal  area 
upon  the  nerves  going  down  to  my  left  leg  and  my  foot,  and 
that  this  required  surgery. 

Fortunately,  there  had  been  a  new  type  of  surgery 
developed  in  our  medical  school,  and  one  of  the  men  who  had 
gone  through  this  program—his  name  was  Lester  Lawrence --was 
practicing  in  Oakland.  He  made  these  tests,  and  he  then  did 
so-called  disc  surgery  on  me  in  the  spring  of  1942,  which  at 
that  time  was  somewhat  less  common  and  more  experimental 
than  it  is  now.   It  was  successful,  but  I  had  to  be  careful 
for  a  number  of  months .   So  I  spent  the  following  summer 
just  being  lazy  around  the  house  and  not  doing  very  much 
until  I  regained  my  strength. 

I  was  glad  to  discover  that  this  particular  problem,  if 
not  resolved  entirely,  had  been  removed.  There  was  no  more 
pain.   Gradually,  the  full  use  of  my  left  leg  and  foot  came 
back.   In  fact,  I  thought  I  was  so  cured  that  a  few  years 
later  I  dug  up  my  entire  back  yard- -and  brought  the  whole 
thing  back  again.   We  won't  go  into  that  now  except  to 
mention  that  I  didn't  want  surgery  again,  so  I'd  been 
experimenting  playing  around  with  braces  and  all  sorts  of 
things.   I'm  very  careful  now,  and  I  found  that  by  being 
very  careful  and  using  a  brace  when  I  do  heavy  work  and  so 
on,  I  can  get  along,  because  I  wouldn't  like  to  go  in  there 
again  and  do  it  with  a  surgical  procedure. 

But  now,  by  the  fall  of  1942,  we  were  well  into  the  war 
period  and  I'd  had  inquiries  asking  me  to  come  to 
Washington.   All  the  economists,  of  course,  were  under 
pressure  to  help  out  the  war  effort. 


Dean.  College  of  Commerce  (1941) 


Grether:   Also,  in  the  meantime  I'd  been  made  Dean  of  the  College  of 
Commerce,  beginning  July  1,  1941.   That  is  a  bit 
interesting.   President  Sproul  called  me  up  one  day  and 
asked  me  if  I  would  be  acting  dean  of  the  College  of 
Commerce,  succeeding  Robert  D.  Calkins,  who'd  been  dean  for 
about  a  year  and  had  resigned  to  go  to  Columbia. 

I'd  been  acting  dean  of  the  College  of  Commerce  for 
Henry  Grady  in  '34-'36,  when  Grady  was  in  Washington,  D.C. , 
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setting  up  the  reciprocal  trade  agreements  program.   I  don't 
know  why  I  was  so  brash,  but  I  said  to  President  Sproul, 
"No,  I  was  acting  dean  once,  and  I  said  to  myself  that  I'll 
never  be  acting  dean  again.   If  you  would  like  to  consider 
making  me  a  dean,  I'll  be  glad  to  talk  to  you."  I  think  it 
took  his  breath  away.   [laughter]   But  in  any  event,  somehow 
or  other  I  was  asked  to  be  dean  on  a  three-year  basis,  which 
suited  me,  too,  because  it  would  give  both  of  us  an  out. 
After  all,  this  was  during  the  war- -we  hadn't  gotten  into 
the  war  when  he  first  called  me,  but  eventually  we  were  in 
the  war  period- -and  I  didn't  know  whether  I  wanted  to  be  a 
dean  anyway.   So  we  worked  out  this  thing  on  a  three -year 
basis. 

The  important  thing  is  that  we  needed  some  fundamental 
changes.  The  College  of  Commerce  in  its  old  form  had 
outlived  its  usefulness.   I  won't  go  into  that  now,  except 
that  my  major  job  was  to  reorganize  our  entire  structure  and 
also  to  get  ready  for  the  postwar  period,  because  here  we 
were  with  a  limited  enrollment  and  many  of  them  girls;  the 
men  were  out  into  the  war  service  once  we  got  into  the  war 
period.   So  I  went  ahead,  then,  with  this  whole  plan  of 
reorganization  (we'll  discuss  this  later  sometime).   But 
this,  along  with  my  teaching,  was  my  major  war  work.   I  did 
make  myself  available  for  other  special  assignments  as  they 
seemed  worthwhile.   One  or  two  options  came  along  that 
didn't  seem  worthwhile.   One  was  rather  amusing  to  me. 

A  Navy  man- -as  I  recall  his  name  was  Commodore  Piehl  (I 
think  that's  how  his  name  was  spelled) --came  to  see  me  one 
time.   He  wanted  to  know  if  perhaps  I  would  like  to  be 
consultant  to  the  Navy's  logistics  office  in  San  Francisco. 
I  said,  "This  is  kind  of  queer,  because  you  have  all  of  our 
men,  and  we're  on  a  limping  basis.   Why  don't  you  just 
detail  some  of  these  bright  men?"  I  gave  him  the  names  of 
some  people- -like  George  Mehren,  who  was  in  the  Navy  at  that 
time- -from  agricultural  economics.   "They're  better 
qualified,  and  they're  already  in  the  service."  He  said, 
"You  have  one  asset.  You  as  a  civilian  can  tell  the  Admiral 
to  go  to  hell.   [laughter]   These  people  couldn't  do  that." 
I  said,  "Well,  at  least  I'll  come  over  and  look  at  it." 

So  I  went  over.   They  had  what  they  called  the  Mae  West 
books;  these  were  books  of  curves.   [laughter]   I  leafed 
through  these  books  showing  the  charts  of  materials, 
employment  of  materials,  and  so  on,  but  it  seemed  to  me  that 
this  was  not  the  area  where  I  really  could  have  been  very 


305 


helpful,  so  I  decided  not  to  work  In  this  direction.   It  was 
an  interesting  type  of  thing  for  someone  who  was  better 
qualified.   Yet,  as  I  look  back  upon  it  later  on,  when  I  got 
to  be  in  charge  of  Economic  Mobilization  Planning  in  the 
Truman  administration,  it  would  have  been  perhaps  a  useful 
background  for  me. 

Instead,  my  war  work,  in  addition  to  being  dean  and 
teacher  at  the  University,  involved  three  types  of 
activities.   None  are  really  very  consequential,  but  I  think 
we  should  discuss  them  at  least  briefly.   For  one  thing,  I 
became  a  so-called  public  panel  member  of  the  regional 
(which  is  10th  region)  War  Labor  Board,  and  there  I  did  a 
bit  of  work.   For  the  second  thing,  I  became  a  consultant  to 
the  Office  of  Price  Administration  in  Washington,  D.C. 
There  I  did  a  little  work  also.   And  finally,  I  became 
involved  in  the  Central  Valley  Project  as  a  University 
representative.   These  three  I  think  should  be  discussed 
separately,  and  I  can  indicate  just  what  I  did.   The  chief 
thing  it  did  for  me  was  to  broaden  the  base  of  my  experience 
in  the  state  and  also  provide  me  a  basis  for  some  things 
that  then  came  along  a  little  later,  both  in  terms  of 
knowledge  of  people  and  knowledge  of  developments  in  the 
state.   Actually,  of  course,  the  work  in  price  control  was  a 
natural  follow-up  of  my  work  in  price  control  and  the 
research  program- -just  a  natural  carry-along. 

I  think  we  ought  to  stop  a  minute  while  I  refresh  my 
mind  on  each  of  these,  first  one  area  at  a  time,  if  you 
don't  mind. 

[hiatus] 

War  Labor  Board  Panel,  and  the  Hollv  Sugar  Case  (1943) 


Grether:   Let's  look  briefly,  then,  at  activities  in  the  area  of  the 

War  Labor  Board  in  this  region.   I  agreed  to  become  a  public 
panel  member,  which  meant  that  I  would  be  chairman  of 
hearings  which  would  report  and  make  recommendations  to  the 
board.   My  activities  were  chiefly  in  the  fall  of  1943,  when 
the  war  effort  was  at  almost  a  peak  and  where  it  was  highly 
important  to  maintain  production.   Therefore,  labor  disputes 
created  a  very  real  issue. 

I  have  before  me  a  folder  which  is  a  good  example,  I 
think,  of  this  type  of  activity.   This  was  the  case  of  Holly 


306 


Sugar  Company  and  other  sugar  companies.   Now,  sugar,  of 
course,  is  a  very  important  staple  product.   A  dispute  arose 
in  this  industry,  and  I  became  chairman  of  the  panel  to  look 
at  it. 

Nathan:   How  big  was  the  panel? 

Grether:  Three  people.   I  was  the  chairman,  a  public  member;  then 
there  was  an  employer  representative  and  a  labor 
representative.   The  names  are  here:   T.  Brown  was  the 
employers'  representative,  and  Charles  Roe  was  the  labor 
representative.   I  have  before  me  the  docket  on  the  case. 
It's  Holly  Sugar  Company  et  al .  and  United  Sugar  Workers 
Council  of  California,  with  various  locals. 

Now,  it  so  happened  that  the  beet  crop- -and  these  are 
all  beet  sugar  companies --was  down,  so  not  all  the  plants 
were  operating.   Therefore  the  problem  of  maintaining  the 
supply  was  an  important  issue.   Looking  back  upon  it,  this 
seems  very  amusing.   The  issue  was  to  raise  the  wages  of 
workers  up  to  85  cents  an  hour.  When  you  think  of  what's 
happened,  it  seems  almost  inconceivable  in  terms  of  the 
differences  in  wage  levels  since  then.   There  were  other 
issues,  too,  like  working  conditions,  to  what  extent  any 
increase  would  be  retroactive,  and  so  on  and  so  on. 

Some  of  the  companies  had  agreed--!  won't  go  into  this 
in  detail,  because  I  don't  think  the  details  are  important- - 
but  one  or  two  held  out,  especially  the  Union  Sugar  Company, 
located  down  in  the  Santa  Maria  area.   They  held  out  because 
they  had  always  been  a  bit  of  a  maverick.   They  were  off  by 
themselves,  they  were  independent  in  contrast  to  the  larger 
companies,  and  they'd  always  had  a  lower  wage  scale  and 
differences  in  other  working  conditions  because  they  were  in 
a  separate  little  valley  there  by  themselves.   They  didn't 
like  to  be  forced  into  the  pattern  of  the  entire  industry. 

The  labor  people  were  concerned  because  they  wanted  to 
have  the  whole  contract  negotiated  as  a  unit.   An  issue 
arose  as  to  whether  perhaps  one  should  have  the  wage 
increase  immediately,  because  there  were  worries  as  to 
whether  or  not  the  company  could  have  an  adequate  supply  of 
labor  to  operate  their  plant.   1  knew  about  this  because  I 
was  raised  in  Colorado  in  a  beet  sugar  area.   When  beets  are 
harvested  they've  got  to  be  handled  almost  immediately;  they 
are  perishable.   Therefore  the  beet  sugar  refining  companies 
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have  a  so-called  "campaign.*  It  normally  runs  three  or  four 
months.  They  have  this  supply  of  beets  coming  in  from  the 
fields,  you  see,  and  they've  got  to  be  processed.  Then  this 
sugar  is  stored  for  marketing  throughout  the  year. 

The  campaign  in  California  was  going  to  be  shorter  than 
usual  because  of  the  shortage  of  supply  of  the  crop,  even 
with  three  or  four  plants  closed  down.  But  even  so,  during 
the  war  period  the  workers  had  other  alternatives  at  higher 
wages.   The  problem  here  was  partly  the  competition  of 
canneries  and  others ,  and  there  was  a  real  worry  about  the 
availability  of  labor  to  handle  the  beets  in  the  refining 
plants.  Also  there  was  an  issue  about  the  scale  for  women 
in  relation  to  men,  which  has  a  rather  modern  ring.   One 
resolution  here  was  to  pay  the  women  the  same,  except  for 
one  very  minor  type  of  employment,  I'm  glad  to  report, 
[laughter] 

I  don't  think  the  details  are  important  here.   It  so 
happened  that  on  the  panel,  the  employer  representative  and 
myself  recommended  that  there  be  an  immediate  interim  order 
to  raise  the  wage  up  to  85  cents,  an  increase  of  eight  or 
ten  cents,  something  of  that  sort,  and  that  the  other 
aspects  be  adjudicated  more  slowly.   The  labor  member  didn't 
go  along  with  this,  because  he  wanted  the  package  as  a 
whole.   He  thought  that  labor's  position  was  stronger  if  the 
package  as  a  whole  were  handled  as  a  unit.   But  we  felt  it 
important  to  guarantee  a  supply  of  labor  by  raising  the  wage 
scale  in  the  industry. 

To  me,  the  important  thing  here  is  not  so  much  this 
case- -which  is  long  since  a  matter  of  record,  and  of  course 
so  many  other  things  have  happened- -but  the  procedure. 
Later  on  I  became  involved  in  this  in  other  situations --that 
is,  having  the  public  member  and  two  other  members- -because 
this  was  the  procedure  employed,  remember,  for  the 
Unemployment  Insurance  Study  Commission.   In  another 
instance  I  was  the  only  public  member  and  there  were  the 
three  management  and  the  three  labor  members . 

Here,  in  the  Holly  case,  there  were  three  of  us  and  we 
were  equal,  and  therefore  two  of  us  could  make  a  decision. 
In  the  other  case,  I  was  sitting  by  myself,  and  as  I 
mentioned  earlier,  this  was  a  mistake. 

The  other  aspect  that  to  me  is  interesting  is  the  people 
that  I  met.   Some  of  them  I've  continued  seeing  over  the 
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Nathan : 
Grether: 


years.   For  instance,  the  leading  attorney  for  the  unions 
was  Matthew  Tobriner,  who  is  now  [1975]  on  the  Supreme  Court 
of  the  State  of  California.   Their  economist  was  Varden 
Fuller,  who  later  came  on  the  faculty  of  agricultural 
economics  on  this  campus.   Among  the  labor  representatives 
was  Daniel  Flanagan,  whom  I  later  on  saw  when  I  was  director 
of  the  Institute  of  Industrial  Relations.  And  there  were 
other  people ,  too . 

For  instance,  I  remember  being  tremendously  impressed  by 
the  president  of  the  Union  Sugar  Company,  Ronald  Tognazzini, 
when  he  appeared.  He  was  a  very  active,  dynamic  type  of 
person.  And  there  were  some  of  the  other  people --the 
attorneys.   For  instance,  here's  a  man  named  Grunsky,  who's 
the  personnel  director  of  Spreckels.   Later  on,  when  I  got 
into  the  institute  field,  I  saw  him.   Hart  Clinton  was  one 
of  the  people  involved  here ,  and  he  appeared  later  on  during 
this  period  of  the  Institute  of  Industrial  Relations.   In 
other  words,  without  realizing  it,  I  was  building  a  bit  of  a 
background  here  for  the  period  of  two  years  when  I  became 
director  of  the  Institute  of  Industrial  Relations 
(succeeding  Clark  Kerr) ,  in  terms  of  procedures  as  well  as 
in  terms  of  a  little  background. 

I  might  add  one  thing  here.   I  had  been  teaching  a 
course  called  Theory  of  Domestic  Trade,  which  I  then  picked 
up  again  later  on.   In  this  course  I  was  impressed  by  the 
variable  nature  of  expressions  of  competition  and  the  high 
importance  of  maintaining  flexibility  in  competitive 
adjustments.  This  [beet  sugar]  case  gave  me  a  good  example 
of  this,  because  I  was  impressed  by  the  fact  that  one  sugar 
company,  in  a  valley  remote  from  the  rest,  had  different 
conditions.   From  my  point  of  view,  it  would  be  desirable  to 
allow  them  to  adjust  to  different  conditions.   The  unions 
don't  like  this;  the  unions  want  the  whole  industry  under 
uniform  contract,  which  tends  to  repress  this  type  of 
flexibility. 

Would  this  have  been  CIO  [Congress  of  Industrial 
Organizations ] ? 

At  that  time  it  was  AFL  [American  Federation  of  Labor] . 
Later  on,  of  course,  you  had  the  merger  of  the  AFL  and  the 
CIO. 

This  is  an  aspect  of  labor  organization  that  always 
bothered  me- -they  prefer  to  have  it  industrywide,  which 


309 


tends  to  remove  some  of  the  flexibility  that  is  to  be 
preferred,  if  one  can  have  it  within  the  market  system. 

Nathan:    I  might  ask  one  thing,  just  as  an  open-ended  question,  if 
you  want  to  deal  with  it.  Can  you  say  whether  you  learned 
something  specific,  or  even  in  a  general  sense,  from  this 
panel  activity  and  the  hearings  that  you  presided  over? 

Grether:   [pause]  Well,  I'll  tell  you  one  thing  I  learned,  which  I've 
observed  time  and  again  in  the  other  types  of  cases  in 
competition,  and  that  is  the  number  of  bodies  involved  in 
terms  of  attorneys  and  specialists  (here  is  a  list)  and  in 
appearances  for  the  company.   Each  company,  you  see,  has  its 
attorney  who  appears ;  and  for  the  unions ,  each  union  has  a 
battery  of  people.   It's  not  just  a  simple  thing  of  two  or 
three  people . 

Nathan:    I  had  imagined  one  for  each  side,  somehow. 

Grether:   No,  no,  no.   This  I've  noticed  time  and  again  when  I  got 

into  the  antitrust  cases.   When  a  deposition  is  taken,  you 
have  a  room  full  of  people;  all  the  people  involved  have  to 
have  their  representatives  there,  you  see.   It's  an 
enormously  expensive  aspect  of  this  whole  process  of 
regulation  in  a  formal  bureaucratic  sense;  it  must  increase 
the  costs  substantially,  because  all  these  people  have  to 
collect  their  fees. 

As  far  as  I  was  concerned,  I  was  paid  a  pittance;  I've 
forgotten—probably  $25.   I  don't  recall.   But  this  would 
not  be  true ,  of  course ,  of  the  lawyers  and  the  labor 
representatives;  they  were  on  their  regular  fee  basis  when 
they  were  protecting  the  interests  of  their  clients. 

Nathan:   Your  two-person  majority  could  decide  two  to  one? 

Grether:  Yes.  We  recommended  to  the  labor  board,  which  upheld  us, 
you  see . 

Nathan:    I  see.   I  wondered  just  what  the  progression  was;  it  was  a 
recommendation? 

Grether:   We  recommended  to  this  regional  labor  board,  and  they 

happened  to  accept  our  recommendation  and  issued  an  order. 
A  copy  of  the  order  is  in  the  file. 
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Nathan:   Then  after  the  regional  labor  board  made  its  decision,  was 
there  an  appeal,  or  did  that  end  it? 

Grether:   I  would  think  in  this  case  it  would  have  ended  it,  but  I 

suppose  there  was  probably  some  right  of  appeal  to  some 

higher  court.  This  would  take  time.   There  was  no  appeal  in 
this  particular  case. 

That  represents  what  you  might  call  my  brief  excursion 
into  the  labor  field.   Let's  stop  it  a  minute  and  we'll  get 
into  another  field. 

Nathan:   All  right,  very  good. 


Office  of  Price  Administration,  and  Brand  Pricing 


Grether:   The  next  is  some  reference  to  the  operations  of  the  Office 
of  Price  Administration  during  the  war.   This  would  have 
been  the  most  reasonable  place  for  me  to  perform  my  war 
service,  and  I'm  certain  I  was  invited.   I  notice,  in 
looking  through  the  things  I  put  in  the  archives ,  a  letter 
from  Leon  Henderson,  who  was  the  top  administrator.  My 
guess  is  that  was  a  letter  of  invitation;  I  could  check  it 
sometime.   But  because  of  the  consideration  mentioned 
already,  I  decided  not  to  go  to  Washington. 

It  so  happened  that  the  second  in  command  under 
Henderson  was  John  Kenneth  Galbraith,  who'd  been  one  of  my 
students  earlier  on  the  Berkeley  campus.   I  heard  Galbraith 
say  one  time- -I  hope  I'm  not  misquoting  him- -that  one  of  the 
important  aspects  of  this  job  was  to  sit  outside  Henderson's 
door  and  correct  the  mistakes.   [laughter]  This  could 
happen,  since  operating  a  price  system  from  the  top  is  a 
horrendously  complex  business.   Everybody,  of  course,  was 
glad  when  the  war  was  over  and  they  could  turn  it  back  to 
the  market,  because  it  is  such  a  complex  set  of 
relationships. 

Another  one  of  my  students  was  Richard  B.  Heflebower. 
In  fact,  I  think  he  was  one  of  my  earlier  students;  in  the 
1920s  he  got  his  Ph.D.  here.  He  was  the  leading  economic 
advisor- -at  least  one  of  the  economic  advisors- -to  the 
deputy  administrator,  that  is,  Galbraith,  in  the  Office  of 
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Price  Administration.  Dick  spent,  I  think,  all  the  war 
years  in  Washington. 

Dick  had  wished  to  have  me  come  down  and  work  with  him 
from  time  to  time ,  and  finally  I  did  take  time  to  go  down 
and  work  on  a  project  called  brand  pricing.   (I  have  in 
front  of  me  a  memorandum  that  emerged  from  that.)   It's 
interesting  that  in  my  seminar  in  the  1920s,  Heflebower  had 
written  a  paper  in  the  same  general  area,  dealing  with 
trademarks  and  branding  and  so  on,  in  marketing.   So  it  was 
natural  for  him,  1  suppose,  to  throw  the  ball  back  to  me 
[laughter]  and  say,  "Why  don't  you  come  down  during  the  war 
period  and  look  at  this  problem?" 

The  problem  is  a  very  interesting  and  very  difficult 
one.  That  is,  in  the  food  industry,  as  well  as  other 
fields,  products  tend  to  go  to  market  under  trademarks  and 
brands.   In  this  country,  under  antitrust  laws  such  that  you 
can't  have  cartels,  firms  have  to  market  individually  rather 
than  as  a  group  cartel.  Therefore  the  individual  trademark 
and  brand  is  very  important.   All  the  advertising  and  all 
the  marketing  and  promotion  efforts  are  in  relation  to  the 
recognized  brand  of  the  firm  and  the  separate  identity  of 
the  firm.   Trademarks  and  brands,  therefore,  probably  have  a 
higher  significance  in  this  country  than  in  any  other,  not 
only  because  it's  a  rich  market  and  these  are  therefore  a 
means  of  maintaining  access  in  a  rich  market,  but  because  of 
our  national  competition  policy  which  says  it's  unlawful  to 
operate  as  a  unit,  as  in  the  case  of  the  NRA.   If  the  NRA 
had  continued,  by  the  way,  it  would  have  threatened 
undoubtedly  some  of  these  types  of  very  strong  brand 
positions . 

Remember  this  young  man  who  is  a  brand  manager  who 
called  me  up  the  other  day?  This  is  quite  common,  and  often 
our  students  get  this  job--i.e.,  become  brand  managers. 
Their  job  is  to  see  to  it  that  a  given  brand  alone- -not  a 
product,  a  brand  in  a  given  product  field- -is  successful  in 
competition,  to  work  out  the  strategy  of  brand  promotion  and 
development  and  so  on. 

This  obviously,  therefore,  would  be  a  very  difficult 
problem  under  price  administration  during  the  war.   Perhaps 
I  should  make  it  clear  that  price  control  began,  as  would  be 
expected,  with  a  so-called  price  freeze.   That  is,  overnight 
all  the  prices  were  frozen  where  they  were.   Then  the  Office 
of  Price  Administration,  step  by  step,  had  to  make 
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adjustments  as  necessary,  because  freezing  prices  as  they 
are  does  not  allow  for  changes  in  supply  and  demand 
relations.   For  example,  I  recall  that  San  Diego  was  not 
getting  its  proper  share  of  food  at  one  time  during  the  war 
because  the  prices  were  not  high  enough  there  to  make  it 
worthwhile  to  ship  into  San  Diego.   So  you  had  to  get  a  so- 
called  hardship  adjustment.   This  is  one  of  the  horrendous, 
complex  aspects  of  operating  a  price  system  from  the  top-- 
just  keep  making  adjustments  to  maintain  the  relationships 
so  that  products  are  produced,  so  that  they  move  in  proper 
relationship  to  the  demand  factors,  and  so  on. 

The  strength  of  strong  brands  in  the  market  is  a 
complicating  factor,  because  you're  not  only  fixing  prices 
for  products  but  you're  fixing  prices  for  brands  of  goods. 
You  have  to  allow  for  this  type  of  price  fixing. 

Nathan:   Can  you  take  comparable  products  and  give  different  prices 
to  different  brands? 

Grether:  No.   For  instance,  this  question  arose:   Should 

manufacturers  be  allowed  to  introduce  new  brands  during  the 
war  period?   It  was  agreed,  and  it  was  recommended  here 
[referring  to  a  document],  that  if  there  are  new  products, 
yes,  this  should  be  allowed.   Now,  how  do  you  price  this  new 
product?  The  solution  that  you  suggested  is  one  of  them; 
that  if  they're  comparable  products,  you  can  price  them  on 
that  same  basis.   Now,  if  they're  not  comparable,  then  you'd 
have  to  use  the  so-called  cost  basis --that  is,  some  cost 
calculation;  there's  a  formula  basis  for  doing  it. 

There  were  three  different  established  ways  to  try  to 
make  these  adjustments.   You  have  the  problem  here  of  new 
products,  and  there  were  legitimate  reasons  for  introducing 
new  products.   But  you  had  another  problem:  under  the  war, 
scarcities,  of  course,  developed,  and  you  had,  therefore, 
the  rationing  of  many  goods,  which  is  a  very  long  story;  1 
don't  think  we  need  to  get  into  that.   But  buying  habits  in 
relation  to  brands  in  the  face  of  scarcities  began  to 
change,  and  this,  if  you  think  about  it,  would  be  expected. 

For  example,  you're  rationed.   You  can  buy  only  so  much. 
Which  brand  do  you  buy?  Do  you  buy  the  same  one  you  did 
before,  which  is  probably  the  lowest  priced  one  in  relation 
to  your  budget  situation?  But  now  you  can  buy  only  a 
limited  amount  of  supply.  There's  a  certain  tendency 
psychologically  in  that  situation  for  the  housewife  or  other 
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buyer  to  move  up  the  brand  scale --to  get  the  best,  you  see, 
partly  because  their  income  has  improved  during  the  war  and 
prices  were  maintained.   So  there  tended  to  be  a  kind  of 
shift  in  buying  towards  the  higher  priced  brands . _ 


Margarine  Under  Government  Regulation 


Grether:   For  example,  I  remember  among  the  products  I  looked  into 

during  this  period  was  margarine.  Now,  it's  very  difficult 
to  distinguish  between  margarines  on  a  quality  basis. 
There's  something,  as  I  recall,  that  you  call  plasticity, 
which  would  be  understood  by  a  housewife.   That  is  a  factor. 
But  for  the  most  part,  margarines  are  margarines. 

I  recall,  for  example,  the  Safeway  Company  had  three 
brands  of  margarine ,  because  in  the  normal  times  some  people 
like  to  buy  higher  priced  products,  some  like  to  buy  lower 
priced,  and  some  like  to  buy  a  middle  priced.   And  so  they 
took  care  of  all  three  groups  of  buyers  by  having  a 
practically  identical  margarine  under  three  different  labels 
or  brands.   But  the  Safeway  Company  made  a  slight  mistake. 
It  so  happened  that  their  package  for  the  lowest  priced 
margarine  was  more  attractive  than  the  one  for  the  higher 
priced  margarine,  which  may  be  all  right  in  normal  times 
because  you  sell  more  lower  priced  margarine.   But  this 
tended  to  some  extent  to  impede  this  movement  up  the  scale . 

Nathan:   Was  this  still  the  period  where  the  margarine  came  out  white 
and  you  had  a  little  packet  of  coloring  matter,  because  the 
butter  people  wouldn't  let  it  be  yellow? 

Grether:   Oh,  yes,  yes.   That's  another  long  story.   Let's  look  at 
that  just  a  minute. 

Nathan:    If  you  wish. 

Grether:   Yes.   I  mentioned  this,  of  course  in  Theory  of  Domestic 

Trade .   I  often  use  margarine  as  a  horrendous  case  study  of 
the  impact  of  government  regulation.   Now,  why  this  yellow 
business?  Because  the  butter  people,  you  see,  became 
worried  about  the  competition,  so  they  wanted  to  be  sure 
margarine  was  not  colored  like  butter.  The  coloring  was 
sent  along  as  a  separate  package;  you  could  mix  it  at  your 
home,  but  it  had  to  be  indicated  clearly  that  this  was  not 
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butter.   This  was  during  the  heyday  of  the  dairy  people; 
they  seem  to  have  had  another  heyday  in  recent  years. 

This  margarine  thing  got  to  be  so  important  in  the 
conflict  between  the  dairy  states  in  the  manufacturing  of 
margarine  that  actually  it  produced  a  major  cataclysm  at 
Iowa  State  and  led  to  losing  the  leader  they  had  in  their 
agricultural  economics  faculty—a  man  named  Schulz,  who  went 
to  Chicago.  They  had  taken  a  strong  position  on  this 
margarine  issue  and  the  dairy  farmers  didn't  like  it,  and  he 
was  located  in  a  dairy  state.  This  got  to  be  high  politics 
among  states- -that  is,  this  whole  butter  versus  margarine 
issue. 

I'll  just  list  here  the  products  we  examined  during  the 
war.  We  looked  at  beers,  wines  and  liquors,  canned  goods 
and  vegetables,  cigars  and  cigarettes,  coffee,  condensed  and 
evaporated  milk,  cheese,  cornstarch,  family  flour,  biscuits 
and  crackers,  oleomargarine,  mayonnaise  and  salad  dressings, 
hydrogenated  lard  and  shortening,  peanut  butter,  preserves, 
rolled  oats,  canned  soups,  blended  cane  and  maple  syrups, 
and  cider  and  vinegar,  as  examples  of  products  where  this 
branding  problem  was  important. 

Again,  I  don't  think  the  details  are  important  for  our 
purposes.   I  have  a  statement  here  of  what  was  recommended 
as  a  result  of  our  investigations.   For  example,  we  did 
think  it  important  for  manufacturers  to  be  allowed  to 
introduce  new  products  when  there  were  new  products  during 
the  war  period. 


New  Products  and  Brands  in  the  Markettf# 


Grether:  The  problems  involved  in  this  issue  of  brand  pricing  in  a 

sense,  as  I  mentioned  earlier  but  want  to  re -emphasize,  gets 
at  almost  the  roots  of  American  marketing  and  brand 
promotion  and  its  strategy  and  its  significance.   So  we 
recommended,  and  it  was  agreed,  that  new  brands,  new 
products,  should  be  allowed  to  come  into  the  market  during 
the  war  period.  There  seemed  to  be  no  reason  to  deny  that 
when  there  were  new  products  and  new  brands,  these  could  be 
priced  in  relation  to  established  brands. 
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I  also  mentioned  the  tendency  for  patronage  to  shift 
towards  the  upper  price  level,  towards  the  better-known 
brands  during  the  war.   You'll  notice  a  conclusion  here 
that's  very  important:  the  result,  therefore,  of  price 
controls  would  be  to  further  entrench  the  position  of  the 
leaders  of  the  market.   The  best-known  brands  would  tend  to 
pick  up  more  patronage  under  conditions  of  price  control ,  if 
they  could  get  the  material  for  maintaining  supplies. 

This  is  one  reason  why  it  was  felt  desirable  to  allow 
new  products,  new  brands,  to  come  in,  so  that  other  people 
would  not  be  forestalled.   In  any  event,  I  think  the 
conclusion  is  almost  undeniable  that  the  price  controls 
during  the  war  did  not  harm  the  established  brands.   If 
anything,  they  tended  to  accentuate  their  market  position  so 
that  they  came  out  of  the  war  period  in  a  relatively 
stronger  position,  insofar  as  they  could  get  supplies  and 
materials  and  maintain  their  position. 

Also,  by  the  way,  they  were  thoroughly  aware  of  this 
problem,  and  anything  that  would  tend  to  reflect  upon  the 
maintenance  of  advertising  programs  and  brand  promotion 
would  immediately  arouse  considerable  opposition.   I'm  sure 
I  mentioned  earlier  the  problem  that  appeared  during  the  war 
at  the  Faculty  Club.   Some  faculty  members  signed  a  petition 
suggesting  that  some  advertising  could  be  decreased  or 
prohibited  during  the  war  in  order  to  save  the  labor,  the 
paper,  and  so  on  and  so  on.   This  immediately  produced  a 
tremendous  uproar,  especially  on  the  part  of  advertisers  of 
well-known  brands  who  wanted  to  maintain  a  position. 

Now,  there's  good  reason  for  this,  of  course,  and  that 
is  that  a  firm  spends  its  time  trying  to  build  and  maintain 
its  market  position  through  brand  promotion.   So  this  is  of 
the  essence,  almost,  of  the  market  strategy  in  this  country. 
They  wanted  to  be  sure  that  when  the  war  ended  they  would 
not  have  lost  position;  but  as  it  turned  out,  they  often 
would  have  improved  their  position. 
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Prevalence  of  Peacetime  Motivation 


Grether:  The  thing  that  interested  me  was  that  the  normal,  peacetime 
civilian  types  of  motivation  were  so  powerful  during  the 
war.  This  is  true  not  only  in  this  field  but  in  many  other 
fields.  It's  true  in  the  labor  field  with  labor  cases  —  that 
they  wanted  to  maintain  the  full  package;  not  to  yield 
merely  in  one  thing,  but  to  negotiate  the  full  package 
because  they  wanted  a  stronger  position.   It's  very 
difficult,  even  in  the  face  of  a  crisis  like  we  had  in  1943, 
for  people  to  yield  in  terms  of  normal  motivation  and  normal 
maintenance  of  existing  positions. 

I  don't  think  there's  anything  more  to  say,  except 
perhaps  just  one  thing.   Since  I  was  a  consultant,  I 
received  all  the  materials,  the  rules  and  regulations  of  the 
OPA.   These  were  stacked  up  in  my  study  in  South  Hall.   I 
don't  think  the  archives  wanted  those  because  they  were 
there  already.   So  I  have  discarded  these,  but  they  did  keep 
me  in  touch  with  the  stream  of  events.   I  did  write  a  paper, 
for  example,  published  in  the  Journal  of  Marketing  in  the 
April,  1943  issue,  on  "Price  Control  and  Rationing:  A  Brief 
Selective  Appraisal,"  based  upon  my  reading  of  these 
materials  and  my  observations.   It  is  available  here.   The 
thing  that  interested  me  was  that  after  I  finished  it,  I  had 
to  write  an  immediate  addendum  because  of  changes ,  dated 
February  15,  1943,  and  then  another  one  on  March  27  (which 
happened  to  be  my  birthday),  based  upon  further  changes.   It 
was  a  rapidly  moving  period. 

But  it  was  interesting  to  look  back  upon  this  article  in 
terms  of  my  analysis  of  the  problems  that  we've  just  been 
discussing  in  the  broader  framework.  This  again  was  good 
background  for  the  assignment  I  took  in  the  Truman 
administration,  because  these  types  of  problems  arose  again. 

Also  there  was  an  amusing  aspect  of  this.   During  this 
period  I  was  asked  to  interpret  the  price  controls  to  the 
Berkeley  Rotary  Club.   I  was  a  consultant  and  had  this  whole 
file  of  regulations,  and  it  did  seem  like  a  reasonable  thing 
to  do,  so  I  took  it  very  seriously.   I  prepared  a  very  well- 
organized  talk,  trying  to  explain  the  reasons  for  and  nature 
of  the  price  controls,  especially  to  defend  them  as 
necessary  under  the  wartime  conditions.  When  I  finished  my 
talk,  the  president  of  the  club  came  up  and  he  shook  my 
hand,  and  he  said,  "That  was  a  good  talk,  but  I'm  a 
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Republican  and  I  don't  believe  a  goddamn  word  of  it." 
[laughter]  So  1  guess  that  was  a  waste.  But  again  it 
illustrates,  even  during  a  war  for  survival,  that  the  normal 
peacetime  emotional  factors  seem  to  be  so  powerful;  it's 
hard  to  yield.   It's  an  amazing  phenomenon,  that 
Republicanism  would  seem  so  important  when  you're  fighting. 
Survival  was  really  an  issue  for  a  while  in  the  Pacific 
area. 

Nathan:   Yes.   I  wonder  whether  you  would  care  to  say  anything  about 
institutional  advertising  in  this  context? 

Grether:   This  is  the  most  difficult  advertising  to  defend.   In  the 
thing  I  mentioned  earlier,  you  may  recall  that  I  said  the 
Boeing  people  had  extreme  difficulty  convincing  the 
professors  that  they  should  be  allowed  to  advertise  Boeing 
when  the  Boeing  was  doing  only  war  work.   [laughter]   Why 
should  they  tell  consumers  about  Boeing?  Their  argument 
was,  "We've  got  to  keep  Boeing's  name  alive,  institutionally 
speaking,  for  our  civilian  postwar  market."  There's 
something  to  be  said  for  it. 

Whereas  the  food  merchandisers  had  it  easy.  They  could 
say,  "Look,  we  have  a  flow  of  foods;  we've  got  to  tell  them 
what's  in  the  stores." 

Nathan:   Wasn't  there  any  difficulty  in  determining  what  really  was 
in  fact  a  new  product?  Were  there  criteria  for  newness? 

Grether:   I  would  think  this  would  have  been,  and  this  I  imagine,  yes. 
There's  always  a  problem  as  to  when  a  new  brand,  so-called, 
really  is  a  new  product  or  just  a  minor  variation.   In  fact, 
the  Federal  Trade  Commission  (if  we  have  time  to  discuss  it) 
has  a  major  case  in  the  ready-to-eat  cereals  industry  based 
upon  this  whole  issue.   The  argument  is  being  made  that  the 
combination  of  minor  product  differences  for  branded  goods 
with  heavy  advertising  has  given  the  firms  strong  market  or 
so-called  monopoly  power--!  prefer  the  word  "market  power" -- 
so  that  they  could  maintain  over  a  period  of  time  higher 
than  normal  profits,  based  upon  the  combination  of  brand 
advertising  and  packaging  and  so  on.   This  is  a  case  that  I 
hope  goes  through  to  trial,  because  it'll  test  some  ideas  in 
this  field.   But  it's  like  other  cases  we  may  look  into 
again  if  we  continue  into  that  whole  area. 

Nathan:   Very  good. 
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Bureau  of  Reclamation,  and  Central  Valley  Project  Studies 
(1933') 


Grether:  Now  we're  going  to  turn  to  water.  My  last  example  of 

wartime  service  is  in  connection  with  the  Central  Valley 
Project  studies.  The  Central  Valley  Project  was  the  major 
effort  to  conserve  California's  water.  The  project  was 
voted  by  the  people  of  California  in  December  of  1933.   The 
Bureau  of  Reclamation  began  construction  in  1937.   So  again 
you  can  see  here  something  voted  by  the  people  at  the  bottom 
of  the  Depression  as  an  effort  to  provide  employment  as  well 
as  provide  the  basis  for  proper  use  of  water  in  agricultural 
and  other  purposes.  The  project  starts  moving,  then,  while 
we're  still  coming  out  of  the  Depression  years. 

And  then  the  war  came  along,  and  this  was  how  some  of  us 
at  the  University  came  to  be  involved,  because  with  the 
project  underway,  it  was  clear  that  pushing  the  projects  and 
adapting  the  projects  might  perform  a  war  service. 

In  the  Bureau  of  Reclamation  it  was  decided  to  set  up 
twenty-eight  different  study  areas,  and  the  University  was 
asked  to  participate  in  these.   An  overall  committee  was 
established  at  the  University  with  Dean  [Claude]  Hutchison 
as  the  chairman.   Other  members  of  this  group  were  Frank 
Adams,  a  leading  professor  in  the  College  of  Agriculture; 
Samuel  May  of  the  Bureau  of  Public  Administration,  of 
course,  you  know  very  well;  Baldwin  M.  Woods  of  University 
Extension;  Professor  [Bernard]  Etcheverry  over  in 
engineering,  who  was  really  in  the  agricultural  engineering 
field;  Harry  Wellman;  and  myself.  We  were  what  was  called 
the  overall  or  steering  committee  with  respect  to  the 
University's  participation  in  these  studies. 

My  own  participation,  in  addition  to  serving  on  the 
central  committee,  was  in  two  project  areas.   Problem  #12 
had  to  do  with  the  practical  means  that  can  be  established 
to  secure  equitable  payments  towards  the  cost  of  the  project 
from  business,  industrial,  and  other  enterprises  benefited 
by  it;  and  from  property  owners  in  the  Central  Valley  who 
would  be  benefited  indirectly  by  the  project.   It  also  dealt 
with  the  estimated  aggregate  amount  of  the  payments  that 
should  be  obtained  by  the  means  selected.   That's  a  kind  of 
cost  benefit  and  payments  type  of  analysis. 

Nathan:   Paul  Taylor  was  not  in  this  group? 
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Grether:  Not  in  this  group.  He  probably  was  involved  in  some  one  of 
these  committees ,  I  would  assume .   Problem  #24  was  my  other 
area  of  involvement:  What  effect  will  the  project  have  on 
the  agricultural  economy  and  the  rural  life  in  the  Central 
Valley,  especially  apart  from  or  in  addition  to  these 
effects  involved  in  previous  problems?  What  will  be  the 
effects  on  urban  and  industrial  patterns  and  functions? 
Which  prospective  effects  will  tend  to  promote  the  public 
welfare?  Which  will  tend  to  impair  the  public  welfare? 
What  practical  means  might  be  adopted  to  strengthen  the 
beneficial  tendencies  and  to  weaken  or  eliminate  harmful 
ones?  How,  in  short,  can  the  project  be  made  to  serve  the 
best  interests  of  the  public  in  the  valley,  the  state  as  a 
whole,  and  the  nation  at  large? 

Nathan:    [laughter]   Who  formulated  these  questions? 

Grether:  There  was  a  man  named  Barrows  who  was  the  top  man  in  charge 
of  this  particular  area.  We  had,  say,  twenty- four  of  these 
areas,  with  subcommittees  working  on  each  of  these  areas.   1 
turned  all  of  my  materials  over  to  the  archives.   I  went 
over  to  the  archives  the  other  day,  and  I'm  glad  to  report 
that  these  materials  are  well  guarded.   [laughter] 

Nathan:    Even  from  you? 

Grether:   I  had  to  sign  my  way  in  at  the  door  to  get  into  the  reading 
room.  They  brought  up  a  box  of  materials  from  the  storage 
someplace  and  allowed  me  to  look  at  them,  but  I  was  not 
allowed  to  take  anything  out  of  them.   But  I  had  two  or 
three  things  pulled  out  of  this  collection  of  materials. 

We  have  a  problem  here,  because  there's  no  reason  why  I 
should  try  to  go  into  detail  on  what  is  a  great  collection 
of  materials  available  over  there.   I  think  I  could  just 
interpret  two  or  three  aspects  of  my  involvement  that  have 
to  do  with  my  later  activities,  and  so  on,  as  well  as 
activities  at  the  time. 

It  turns  out  that  what  was  going  on  here  as  of  this  time 
was  the  problem  of  how  to  adjust  the  Central  Valley  Project 
so  that  it  would  serve  war  needs,  and  then  how  to  plan  for 
the  postwar  adjustments  that  would  come.   In  other  words, 
these  are  the  same  problems  that  were  being  examined  in 
other  contexts  by  me  and  by  others.   So  it  was  a  useful 
experience  in  this  general  area. 


320 


For  example,  one  of  the  wartime  things  was  how  to  grow 
rubber  plants;  could  this  be  done  in  California?  And  other 
types  of  very  specific  things:   for  instance,  what  acreage 
not  irrigated  within  this  project  area  is  suitable  for  the 
production  of  guayule  rubber?  Other  things  of  that  very 
definite  sort  had  to  do  with  establishing  war  plants  that 
needed  access  to  project  power.  These  are  all  listed  in 
these  twenty- four  sets  of  problems.  These,  that  is,  in 
relation  to  the  original  motivation,  which  was  to  conserve 
the  water,  provide  water  power,  and  allocate  the  water  for 
irrigation  and  other  types  of  purposes.   It  was  interesting, 
to  me  at  least,  to  see  how  well  organized  this  whole 
business  came  to  be  in  terms  of  trying  to  serve  all  three 
sets  of  needs- -normal  peacetime,  wartime,  and  postwar 
problems  of  adjustment. 

Actually,  my  guess  is  that  I  was  more  valuable  on  this 
Problem  #24,  because  I  became  chairman  of  a  subcommittee  on 
industrial  patterns.   I  noticed  here  the  minutes  of  a 
meeting,  an  example  of  that.   In  this  connection  I  became 
acquainted  with  and,  again,  worked  with  some  people  whom  I 
worked  with  later  on.   For  example,  I  notice  Herbert  F. 
Ormsby  of  the  California  state  Chamber  of  Commerce.   Later 
on  he  was  the  director  of  research  when  I  was  chairman  of 
this  Industrial  Plant  Location  or  Industrial  Development 
Committee.   I  worked  with  him  for  many  years  there  very 
closely. 

I  notice  Elliot  J.  Swan  of  the  Federal  Reserve  Bank,  who 
later  became  the  President  of  the  Federal  Reserve,  and  other 
people  of  this  sort  who  became  involved.   I  notice  also  a 
Ph.D.  candidate,  Andrew  H.  Trice,  who  wrote  a  Ph.D.  thesis 
with  me,  dealing  with  branch  plant  location.   He  was  used 
here  to  summarize  the  materials  available,  and  he  presented 
a  report  which  is  attached  here  [referring  to  document], 
showing  the  sources  of  information  for  the  study  of 
industrial  patterns.  These  are  listed  here  under  ten  main 
heads  and  many  subheads  under  each  of  the  main  heads , 
showing  in  a  comprehensive  manner  the  types  of  data  that 
would  be  available  for  the  purposes  of  this  type  of 
analysis. 

Actually,  I  did  not  find  in  the  file  a  copy  of  the  final 
report.   It's  probably  somewhere.   Maybe  we  never  did  get  to 
the  point  of  making  a  final  report.   Frankly,  I've 
forgotten.   But  we  certainly  set  about  in  a  systematic  way 
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to  prepare  this  analysis,  all  of  which,  by  the  way,  set  the 
basis  for  my  work  later  on  with  the  state  Chamber  of 
Commerce  and  in  connection  with  Governor  Varren,  because 
this  was  going  over  much  of  the  same  ground  at  that  time.   I 
was  working  along  the  same  lines  in  my  own  teaching  and 
research  work,  so  that  things  integrated  very  nicely. 

So  far  as  the  Central  Valley  Project  system  is 
concerned,  I  have  in  front  of  me  a  statement  in  brief  form 
presented  by  the  Acting  Regional  Director,  March  13,  '43.  It 
is  a  very  nice  summary  of  what  the  Central  Valley  Projects 
were  all  about.   There  is  a  map  showing  the  Shasta  Dam  and 
the  Friant  Dam  and  the  various  arterials  and  so  on,  and 
there's  a  statement  of  history- -how  it  all  began  and  what 
the  preceding  work  had  been  in  the  state.   This  is  very 
brief  and  very  nice  to  know  about.  Also  it's  well  to  know 
that  actually  there's  a  library  of  materials  available, 
because  it's  such  a  big  and  important  area. 

It's  clear,  when  you  look  at  this  brief  summary,  that 
we've  had  enormous  problems  of  water  shortage  and  water  use 
in  the  State  of  California,  and  that  this  project  was  very 
badly  needed,  there's  no  doubt  about  that,  both  in  terms  of 
water  as  well  as  in  terms  of  developing  hydroelectric  power. 
It's  interesting  to  see  the  listing  of  the  various  preceding 
efforts  and  also  some  reference,  but  no  discussion  at  all, 
of  the  private  efforts --the  irrigation  districts  and  so  on 
that  have  been  formed  around  the  state  in  various  localities 
in  order  to  conserve  and  use  water  for  local  purposes . 

Here's  a  section  on  drought  and  salinity  losses,  which 
have  been  a  factor  throughout.   Here's  a  list  of  the 
principal  project  features- -of  various  types  of  plants  and 
transmission  lines  and  canals,  channels,  and  so  on.  Here's 
a  list  of  the  estimated  costs,  and  they  seem  so  small 
compared  to  modern  figures.   The  estimated  cost  of 
construction  of  these  various  features  was  $264  million. 
Nowadays,  of  course,  you  think  in  terms  of  $2,  $3,  or 
$4  billion.   As  of  the  time  of  the  report,  approximately 
$150  million  had  been  spent  already.   This  is  spelled  out  in 
very  nice  detail  and  very  simple  form,  and  this  is  one  thing 
I  photostated  from  the  box  of  materials  that  I  provided. 

In  addition  to  building  my  own  background,  it  put  me  in 
touch  with  people,  you  see,  in  the  University  system  that  I 
had  not  known  up  to  that  time  very  well. 
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Nathan:   I'm  impressed  with  how  many  are  agriculture  people  on  this 
committee . 

Grether:  This  was  chiefly  an  agricultural  project  to  begin  with;  that 
is,  it  followed  considerably  in  those  terms.   In  fact  (I  had 
never  thought  about  this), in  a  sense  maybe  I  was  kind  of  a 
token  recognition  of  the  other  aspects. 

Nathan:   That's  an  interesting  idea. 

Grether:  Yes,  because  they  were  chiefly  agricultural  people.  This 
was  probably  so  conceived,  and  yet  I  was  dealing  now  with 
the  industrial  patterns. 

Nathan:   Yes,  you  were  bringing  in  an  entirely  different  aspect. 

Grether:  That's  right.   I  had  never  thought  about  it  just  that  way;  I 
probably  was  the  entering  wedge,  so  to  speak,  of  this  larger 
set  of  interests,  which  in  some  ways  outrank  the 
agricultural  interest  now  in  the  state  in  terms  of  leading 
into  the  second  round,  which  we  discussed  already,  about 
channeling  water  to  Southern  California. 


The  Depression,  and  the  California  Water  Plan 


Nathan:   The  second  round  was  the  California  Water  Plan? 

Grether:  That's  right,  which  was  a  state  plan.   This  [Central  Valley 
Project]  was  basically  a  federal  plan. 

Nathan:   I'm  glad  you  made  that  point  clear;  water  projects  are  not 
always  under  the  state. 

Grether:  No,  this  was  the  Bureau  of  Reclamation  undertaking  this 

project,  but  at  the  request  of  the  State  of  California.  A 
plebiscite  conducted  by  the  people  had  voted  this  in 
December,  1933. 

Nathan:   Can  you  just  briefly  say  whether  the  plebiscite  was  on  a 
bond  issue? 

Grether:  You  know,  I  don't  have  that  in  front  of  me.   Maybe  I  can 
look  it  up.  Just  a  minute  here;  maybe  I  can  find  it. 
[leafing  through  document] 
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Nathan:   I  was  curious  about  the  terms  in  which  a  plebiscite  would  be 
offered. 

Grether:   Let's  see.   "The  referendum  was  invoked  against  the  act.   At 
a  special  election  in  December,  1933,  the  Central  Valley 
Project  was  approved  by  the  people."  I'll  read  this  whole 
paragraph : 


The  Central  Valley  Project,  as  outlined  by  the 
state  engineer,  Edward  Hyatt,  in  Bulletin  #25, 
published  by  the  Division  of  Water  Resources  in 
'31,  was  sent  up  in  Assembly  Bill  259  and 
officially  adopted  by  the  legislature  of  1933 
and  approved  by  the  governor  on  August  5.   Then 
a  referendum  was  invoked  against  the  act. 


Nathan:   And  it  failed. 

Grether:   It  failed,  yes.   Then  the  project  went  forward.   Then  they 
created  the  State  Water  Project  Authority,  "comprising  the 
director  of  public  works,  the  director  of  finance,  the 
attorney  general,  the  state  controller,  and  state  treasurer, 
who  were  empowered  to  construct  and  operate  the  system  of 
works  for  the  development,  distribution  and  sale  of  water 
and  electric  energy,  the  construction  cost  to  be  met  by 
issuing  revenue  bonds  not  to  exceed  $170  million,  providing 
for  a  cooperation  with  the  federal  government  in  financing 
and  constructing  the  projects."   So  this  is  how  the  Bureau 
of  Reclamation  entered  in. 

And  also  it's  interesting  to  note  here,  in  view  of  our 
previous  discussion  (I'm  glad  I  picked  this  up): 


Efforts  toward  obtaining  federal  assistance  on 
the  Central  Valley  Project,  begun  as  early  as 
1929  by  the  California  Joint  Federal-State  Water 
Resources  Commission,  were  still  underway  in 
June,  1933,  when  Congress  passed  the  National 
Industrial  Recovery  Act  providing  for  the 
financing  of  public  works.   A  preliminary 
application  for  a  grant  and  loan  under  this 
federal  legislation  was  filed  in  the  state  on 
September  27,  1933,  and  amended  applications 
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Nathan: 
Grether: 


Nathan: 


were  filed  on  January  25  and  February  16,  1934. 
The  Project  was  investigated  by  the  Public  Works 
Administration,  but  no  action  was  taken  on  the 
state's  application.  The  first  congressional 
legislation  with  respect  to  the  Central  Valley 
Project  was  obtained  with  the  passage  of  the 
River  and  Harbors  Act  of  August  30,  1935,  which 
authorized,  upon  the  basis  of  a  study... a  direct 
contribution  of  $12  million  of  federal  funds 
towards  the  construction  of  Shasta  Dam  as 
recognition  of  the  navigation  and  flood  control. 

This  then  goes  on  to  state  in  detail  how  the  federal 
government  increasingly  got  into  the  act,  and  various 
amounts  were  allocated.   These  are  detailed  here  on  page  5 
of  what  I  have  before  me.   For  instance,  the  Bureau  of 
Reclamation  engineers  made  detailed  studies  of  the  dam  sites 
and  checked  the  state's  general  plans,  prepared  construction 
drawings  and  specifications  and  so  on. 

"The  first  construction  was  started  February  19,  1937, 
at  Friant,  on  a  warehouse  to  be  part  of  the  government  camp 
near  the  Friant  dam  site,"  and  so  on. 

Isn't  that  interesting. 

It  really  is  exciting,  looking  back  upon  it.   In  a  sense, 
you  see,  these  are  some  of  the  benefits  you  get  from 
Depression;  probably  this  never  would  have  moved  at  all  if 
it  hadn't  been  for  the  urgencies  of  the  Depression 
situation,  which  led  people  to  approve  this  referendum. 

That  is  interesting  in  light  of  what  developed  later  in 
California's  water  plan. 


Grether:  That's  right.  And  also,  if  one  had  the  full  story,  which  we 
don't  have,  it  would  be  interesting  to  compare  this  with 
what  had  been  done  under  private  auspices  by  the  irrigation 
districts  and  so  on  around  the  state. 
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XIV  FEDERAL  ASSIGNMENTS  IN  THE  TRUMAN  ERA  (1945-1952) 

Background  on  the  Summons  to  Washington 
[Interview  9:  October  3,  1975 ]//# 


Nathan:    I  hope  that  we  will  have  a  chance  to  get  into  some  of  your 
activities  in  the  Truman  years. 

Grether:   Yes,  that's  what  I  shall  try  to  do  this  morning.   You'll 
notice  here  that  I  have  a  little  Truman  library.   I  have 
Margaret  Truman's  book  about  her  father,  Harry  S.  Truman: 
I've  got  his  memoirs;  I've  got  the  Miller  book  on  Plain 
Speaking,  which  is  really  for  the  most  part  the  source  of 
the  current  movie,  "Give  'Em  Hell,  Harry";  and  I  have 
Charles  L.  Mee,  Jr.'s  book,  Meeting  at  Potsdam.   In  fact,  I 
read  this  latter  this  summer  by  way  of  refreshment.  The 
thing  I've  been  trying  to  do  is  to  put  my  experiences  a  bit 
in  perspective,  and  I  find  that  this  is  not  easy,  because 
this  was  a  very  tense  and  strategic  period  in  our  history 
when  so  many  things  were  happening.   But  I'll  do  the  best  I 
can  this  morning,  and  perhaps  this  will  make  a  small 
contribution  to  understanding  some  aspects  of  the 
developments  then  and  the  developments  since  then. 

If  I  may,  I  would  like  to  merely  say  that  the 
assassination  attempts  against  the  president  remind  me  of 
our  whole  discussion  of  the  threatened  assassination  of  Earl 
Warren,  and  how  the  Secret  Service  performed  so  beautifully 
then  in  that  situation.   At  that  time,  of  course,  things 
came  out  so  beautifully,  and  so  far  this  time.   But  this 
represents  an  aspect  of  American  life  and  history  that's 
always  been  most  interesting,  and  it's  almost  unbelievable 
in  contrast  to  many  other  parts  of  the  world. 
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Nathan:   You  were  referring  to  the  time  when  Warren  came  to  campus, 
and  the  way  that  was  handled?  Yes,  that  was  very  good. 

Grether:   The  police  had  been  warned  that  there  was  a  group  that  had 
dedicated  itself  to  his  assassination.   I  went  through  in 
detail  just  what  they  did  then  and  how  things  moved  along 
and  the  kind  of  protection  he  got  without  being  aware  of  it, 
and  how,  actually,  he  did  not  want  protection  but  he 
received  it. 

Nathan:   Right.  Now,  how  did  they  get  you  back  to  Washington? 

Grether:   Let's  begin  at  the  beginning,  because  I'm  not  sure  myself  of 
all  aspects  of  this.   In  May  of  1948 --in  fact,  my  records 
indicate  it  was  May  12th  of  1948- -I  was  asked  to  meet 
John  A.  McCone  in  San  Francisco.   As  I  recall,  it  was  at  the 
offices  of  Bechtel -McCone  at  that  time;  Bechtel  and  McCone 
were  partners  in  business.   Shortly  thereafter,  or  maybe 
just  before  this,  they  had  separated  and  Bechtel  went  off 
with  his  own  firm,  which  is  a  very  famous  international 
construction  company.   It's  an  amazing  company,  as  a  matter 
of  fact,  but  that's  another  story. 

I  assume  that  McCone  got  my  name  through  Bechtel  (I'm 
not  sure  of  this  at  all)  because  Bechtel  was  on  our  advisory 
council  of  the  School  of  Business  where  I  was  dean.   So  this 
is  merely  my  surmise . 

McCone  told  me  he  was  acting  as  a  special  assistant  to 
Secretary  Forrestal  in  Washington,  and  described  things  in 
the  international  world  and  threats  of  war- -that  matters 
were  getting  very  tense  (here  it  was  1948,  only  three  years 
after  the  end  of  a  war) .   He  said  that  they  were  trying  to 
build  up  and  strengthen  the  work  of  the  National  Security 
Resources  Board,  which  was  the  agency  charged  with 
coordinating  programs  and  activities  in  the  field  of 
mobilization  and  planning  in  an  overall  sense.   He  asked  me 
if  I  would  be  interested  to  go  down  and  go  to  work  in  this 
area. 

He  said  that  if  I  had  an  interest,  then  he  would  put  me 
in  touch  with  Ferdinand  Eberstadt,  who  was  trying  to 
strengthen  this  whole  area  as  a  special  assistant,  working 
again,  I'll  assume,  under  Secretary  Forrestal.   Apparently 
Forrestal  was  the  key  figure  as  of  this  time.   He  was  very 
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much  concerned.   So  I  agreed  to  go  down  and  meet  with 
Mr.  Eberstadt  in  Washington. 

Nathan:   Had  you  met  him  before? 

Grether:   I  might  have,  but  if  so  it  was  quite  casual.   I  knew  of  him, 
because  Ferdinand  Eberstadt  was  vice  chairman  of  the  War 
Production  Board  during  World  War  II,  and  there  was  a  lot  of 
publicity  then  because  it  got  to  be  a  major  conflict  between 
Eberstadt  and  the  chairman,  Donald  Nelson,  who  came  in  from 
Sears  Roebuck.  The  issue  was  settled  finally  in  favor  of 
Donald  Nelson.   It  produced  a  great  deal  of  publicity. 

Also,  Eberstadt  not  only  is  well  known  in  the  financial 
area  of  Wall  Street,  where  he  had  his  own  firm,  but  in  the 
whole  security  area.   He'd  had  a  number  of  appointments  in 
the  security  area;  apparently  it  was  an  area  of  very  vital 
interest  with  him.   For  example,  I  just  looked  up  some 
things  last  night.   He  was  chairman  of  the  Army-Navy 
Munitions  Board  in  1942.   He  wrote  what  is  called  the 
Eberstadt  Report  for  the  Secretary  of  the  Navy  in  1945.   He 
was  assistant  to  Bernard  Baruch  in  the  early  period  of  the 
U.S.  Atomic  Energy  Commission  in  1946.   He  was  chairman  of 
the  Committee  on  National  Security  organization  of  the 
Hoover  Commission.   So  this  was  an  area  of  very  great 
interest  and  of  some  specialization. 

Just  how  he  got  into  the  act,  I  don't  know.   In  my  file 
here,  attached  to  the  report  that  he  made  to  Arthur  M.  Hill, 
chairman  of  the  National  Security  Resources  Board,  I  find  a 
letter  from  Hill  to  Eberstadt  dated  April  19,  1948,  asking 
him  to  make  this  study  and  report.   It  is  my  surmise, 
however,  that  this  was  a  suggestion  made  to  Hill  from  some 
other  quarter- -probably  from  Secretary  Forrestal. 

Nathan:    Somewhere  along  the  line  would  you  state  what  it  was  that 
the  study  concerned? 

Grether:   Yes,  I'll  get  into  that  because  this  is  very  important  in 
terms  of  my  experience  and  my  activities  down  there. 

After  this  initial  interview  I  said  to  Mr.  Eberstadt 
that  I  would  be  willing  to  come  down  and  go  to  work  under 
the  conditions  of  the  period,  provided  the  University  would 
make  my  services  available.   I  checked  with  President  Sproul 
when  I  returned,  and  I  discovered  they  had  been  in  touch 
with  him  already.   [laughter]   This  was  not  unusual,  by  the 
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way;  I  discovered  over  the  years  that  this  is  really  quite 
common,  to  just  kind  of  prepare  the  way. 


On  Loan  to  the  National  Security  Resources  Board  (1948) 


Grether:   So  the  University,  with  President  Sproul's  recommendation, 
placed  me  on  loan  to  the  National  Security  Resources  Board. 
I  was  not  on  a  full  leave;  I  came  back  once  during  that 
period  and  put  in  the  budget  for  our  program  here,  as  dean. 
My  salary  was  picked  up  in  Washington,  and  for  the  most  part 
I  was  giving  full  time  to  the  work  on  the  program  in 
Washington. 

Now,  what  is  this  all  about?  This  is  a  very  difficult 
thing.   In  1947  the  so-called  National  Security  Act  was 
passed  by  Congress.   This  is  a  piece  of  legislation  that, 
looking  back  now,  probably  has  been  one  of  our  more 
important  pieces  of  legislation  over  the  years  in  terms  of 
what  has  happened.   This  was  the  act  in  which,  for  example, 
the  military  services  were  unified,  so  to  speak,  under  a 
civilian  secretary  of  defense,  who  was  Secretary  Forrestal. 

I  have  before  me,  for  example,  the  organization  chart 
set  up  under  this  act.   You'll  see  here  the  President  of  the 
United  States,  the  national  military  establishment, 
secretary  of  defense  and  his  duties,  and  underneath  him,  way 
at  the  bottom,  the  Department  of  the  Army,  the  Department  of 
the  Navy,  the  Department  of  the  Air  Force.   These  three  were 
no  longer  separate  units.   In  any  event,  they  were  brought 
under  the  jurisdiction  of  the  civilian  secretary  of  defense. 
Above  them,  you  see  here  the  Joint  Chiefs  of  Staff  and  a 
joint  staff,  the  War  Council,  Munitions  Board,  Research  and 
Development  Board.  As  you  keep  those  in  mind,  you'll 
appreciate  that  some  of  these  became  very  important, 
especially  the  Joint  Chiefs  of  Staff  and  the  Research  and 
Development  Board. 

Then  over  here  at  the  left  hand  side  you'll  see  National 
Security  Council  set  up  under  this  act,  and  underneath  it, 
Central  Intelligence  Agency.   Before  that,  there 'd  only  been 
a  small  group  of  this  sort,  not  a  full  agency.   Then  if  you 
run  across  the  other  side  of  the  organization  chart,  you'll 
see  National  Security  Resources  Board,  parallel  to  National 
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Security  Council,  presumably  intended  to  be  of  equal  and 
parallel  significance. 

Now,  if  you  let  your  mind  run,  I  imagine  you'd  never 
heard  of  the  National  Security  Resources  Board  until  I 
mentioned  it. 

Nathan:   That's  true. 

Grether:  But  you've  heard  a  great  deal  about  the  National  Security 

Council  and  about  the  CIA,  especially  nowadays.   Part  of  my 
problem  is  to  try  to  interpret  what  happened  then,  and  to 
surmise  what  has  happened  since,  and  what  began  to  show 
itself  at  the  end  of  the  Truman  administration,  because  I 
doubt  if  there  is  even  a  skeleton  staff  for  the  National 
Security  Resources  Board  in  Washington.   If  there  is,  it's  a 
very  small  skeleton  tucked  away  someplace.   Although  if  it 
is  there,  it  could  be  revived,  presumably,  to  perform  the 
functions  that  were  thought  to  be  very,  very  important  as  of 
conditions  in  1947  and  1948. 

Perhaps  by  way  of  further  background  it's  well  to 
recall,  and  this  appears  very  nicely  in  Margaret  Truman's 
story  of  her  father,  that  the  President  had  gone  before 
Congress  on  March  17,  1948,  and  made  a  powerful  address. 
According  to  Margaret,  this  time  he  did  not  mince  words  or 
hesitate  to  name  names.   He  bluntly  said,  "The  Soviet  Union 
and  its  agents  have  destroyed  the  independence  and 
democratic  character  of  a  whole  series  of  nations  in  Eastern 
and  Central  Europe."  He  condemned  "this  ruthless  course  of 
action"  and  deplored  "the  tragic  death  of  the  Republic  of 
Czechoslovakia."  He  called  for  the  immediate  passage  of  the 
Marshall  Plan,  the  adoption  of  universal  military  training 
and  a  temporary  revival  of  the  draft,  and  so  on. 

This  was  the  environment  of  the  period.   I  think  by  way 
of  further  background,  I  might  just  for  a  minute  look  at 
this  little  book  of  Mee's  on  the  Meeting  at  Potsdam.   This 
book  could  not  have  been  written  until  rather  recently,  when 
materials  became  available.   This  was  very  revealing;  I'm 
not  sure  it's  correct,  but  it  was  very  revealing,  because 
when  the  leaders  Stalin,  Churchill,  and  Truman  met  in 
Potsdam  to  make  the  very  basic  decisions  at  the  end  of  the 
war,  Truman  became  chairman  of  this  conference,  at  the 
nomination  of  Stalin,  and  he  sat  therefore  between  these  two 
powerful  people.   The  impression  you  get  here  from  reading 
this  is  not  of  a  country  boy  from  Missouri  at  all;  you  get 
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the  impression  of  a  very  astute  negotiator  who  knew  what  he 
was  doing,  and  that  he  found  himself  quite  congenial  in 
negotiating  with  Stalin.   In  fact,  he  says  someplace  that 
Stalin  reminded  him  of  Boss  Pendergast.   [laughter]   So 
psychologically  he  was  attuned  for  this  type  of  meeting. 


Cold  War  and  the  Marshal!  Plan 


Grether:  The  thing  that  comes  through  here  (and  I'm  not  sure),  all  we 
can  say,  is  that  this  is  the  view  of  the  author.   Truman, 
who  made  the  motion  to  set  up  a  peace  conference- -they 
planned  for  this  peace  conference --didn' t  mean  it  at  all. 
He  did  not  want  full  peace  and  stability  to  emerge;  Truman 
was  in  favor  of  the  so-called  Cold  War.   He  did  not  wish  to 
work  things  out  so  that  you'd  have  stabilized  relationships 
with  the  Soviets.   This  may  be  what  is  sometimes  called  the 
revisionist  rewriting  of  history,  but  in  any  event  it's 
based  upon  documents  available. 

Certainly  this  interpretation,  you  see,  would  fit  what 
happened  in  '47  and  '48,  because  relations  with  Russia 
became  very,  very  intense  indeed,  and  the  Marshall  Plan,  of 
course,  was  a  terrific  coup  and  I  think  probably  one  of  the 
greatest  things  that  happened  in  the  Truman  administration- - 
this  attempt  to  rehabilitate  Europe,  to  keep  it  from  perhaps 
swinging  into  the  Communist  orbit.  We  forget  how  difficult 
conditions  were.   Later  on  maybe  I  can  discuss  this,  because 
in  1953  I  visited  Europe,  five  years  after.  When  we  get 
into  other  aspects  of  this,  it  will  be  interesting  to  report 
upon  conditions  then  as  opposed  to  1947  and  1948. 

By  the  way,  speaking  of  the  Marshall  Plan,  you  may 
recall  that  the  Economic  Cooperation  Agency  was  headed  by 
Paul  Hoffman.   I  got  to  know  him  in  other  connections,  and  a 
time  or  two  when  I  was  in  Washington  I  went  over  to  watch 
him  send  his  teams  to  Europe --the  Marshall  Plan  teams.   He 
was  a  tremendous  salesman.   I  can  just  see  him  giving  his 
evangelistic  pitch,  "The  fate  of  the  world  depends  upon  you 
people,"  and  maybe  it  was  true  literally. 

In  any  event,  this  was  the  background:   the  Marshall 
Plan,  and  before  that  it  earlier  had  been  the  Truman 
Doctrine,  and  the  worries  about  the  moves  that  Russia  might 
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make,  and  the  fear  Chat  a  war  might  emerge  at  almost  any 
time.   This  was  the  picture  I  was  given  by  John  McCone  and 
by  Eberstadt  and  why,  then,  I  felt  that,  insofar  as  I  was 
able  to,  I  should  make  some  contribution  to  this  total 
program. 


Report:   Functions  of  the  Board 


Grether:  Let's  talk  just  a  bit  about  the  National  Security  Resources 
Board  and  its  functions.  In  the  National  Security  Act  they 
were  stated  as  follows: 


It  shall  be  the  functions  of  the  Board  to  advise 
the  president  concerning  the  coordination  of  the 
military,  industrial  and  civilian  mobilization, 
including 

(1)  policies  concerning  industrial  and  civilian 
mobilization  in  order  to  assure  the  most 
effective  mobilization  and  maximum  utilization 
of  the  nation's  manpower  in  the  event  of  war; 

(2)  programs  for  the  effective  use  in  time  of 
war  of  the  nation's  natural  and  industrial 
resources  for  military  and  civilian  needs,  for 
the  maintenance  and  stabilization  of  the 
civilian  economy  in  time  of  war,  and  for  the 
adjustment  of  such  economy  to  war  needs  and 
conditions; 

(those  latter  words  were  very  important  to  me  because  that 
was  my  area  of  responsibility) 

(3)  policies  for  unifying  in  time  of  war  the 
activities  of  federal  agencies  and  departments 
engaged  in  or  concerned  with  production, 
procurement,  distribution,  or  transportation  of 
military  or  civilian  supplies,  materials,  and 
products ; 

(4)  the  relationship  between  potential  supplies 
of  and  potential  requirements  for  manpower 
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resources  and  productive  facilities  in  time  of 
war; 

(5)  policies  for  establishing  adequate  reserves 
of  strategic  and  critical  materials,  and  for  the 
conservation  of  these  reserves; 

(6)  the  strategic  relocation  of  industries, 
services,  government  and  economic  activities, 
the  continuous  operation  of  which  is  essential 
to  the  nation's  security. 


I'm  reading  this,  by  the  way,  from  page  twelve  of  the  Report 
bv  Ferdinand  Eberstadt  to  Arthur  M.  Hill.  Chairman  of  the 
National  Security  Resources  Board,  dated  June  4,  1948. 


Eberstadt  and  Forrestal 


Grether:  Before  I  discuss  this  report,  perhaps  it  would  be  helpful  if 
I  indicate  again  what  happened  here  so  far  as  I'm  concerned. 
When  I  returned  to  Washington  early  in  June,  again  I  worked 
first  with  Eberstadt.   By  the  way,  on  my  first  trip,  I  was 
taken  immediately  to  lunch  in  Secretary  Forrestal 's  office, 
but  I  shouldn't  indicate  this  was  for  me;  there  was  a  big 
lunch,  and  apparently  it  was  quite  common  to  have  big 
luncheons  in  the  secretary's  office.   I  was  brought  into  a 
luncheon  with  many  people . 

The  important  point,  though,  is  that  as  of  this  time  the 
Secretary  of  Defense  apparently  was  very  active  in  this 
whole  area.   In  fact,  he  had  leadership,  or  was  trying  to 
obtain  leadership,  and  Eberstadt  was  working  very  closely 
with  him  (both  came  to  Washington  from  the  Wall  Street  or 
financial  district  center  of  the  United  States).  At  first  I 
worked  with  Eberstadt  in  the  Pentagon.   Incidentally,  living 
in  the  Pentagon  is  quite  an  experience  in  itself. 

Nathan:   Could  you  find  your  way  around? 

Grether:   I  got  lost  one  time  completely,  and  you  know  where  I  ended 
up?   I  found  myself  in  a  room  full  of  caskets  [laughter]-- 
that's  literally  true --and  I  found  I'd  wandered  or  blundered 
into  the  chaplain's  part  of  the  Pentagon,  apparently  the 
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United  States  Chaplain.   But  eventually  I  learned  to  keep  my 
little  guide  with  me  so  I'd  know  how  to  get  in  and  out  of 
the  Pentagon. 

Working  with  Eberstadt  was  an  experience  itself.   He  is 
an  exceedingly  able  man  who,  like  so  many  people  of  his 
sort,  loves  to  drive  himself,  and  he  would  work  all  day  and 
late  into  the  night  and  grab  a  sandwich,  say,  at  a  sandwich 
stand  within  the  building.  My  first  few  days  were  working 
in  relation  to  him  under  these  kinds  of  working  conditions. 
Later  on,  when  I  became  better  acquainted,  I  asked  friends 
of  his  about  him.   They  said,  "That's  his  pattern,  to  work 
like  this,  and  then  he'll  disappear  to  Florida  for  a  while 
and  relax  completely."  Now,  the  difference  between  him  and 
a  professor,  of  course,  is  that  I  couldn't  disappear  to 
Florida.   [laughter]   In  any  event,  that  was  the 
introduction  in  the  Pentagon  in  relation  to  Eberstadt. 

Nathan:   Somewhere --not  necessarily  here  —  I'd  be  interested  if  you'd 
like  to  say  a  little  bit  about  For res tal- -how  he  impressed 
you  and  what  sort  of  person  he  was . 

Grether:   Forrestal  was  a  boxer,  and  he  looked  still  like  a  bantam 
weight  boxer,  even  to  the  cauliflower  ears.   I  didn't  see 
enough  of  him  to  have  very  good  judgment,  but  what  is  in  my 
mind,  though,  is  a  picture  of  this  relatively  small,  highly 
strung,  highly  nervous  man.   You  know,  he  eventually 
committed  suicide. 

Nathan:   I  did  remember  that,  and  I  wondered  about  it. 

Grether:   He  was  operating,  obviously,  on  just  a  tremendously  high 
pressure  basis  in  the  midst  of  the  Washington  scene. 


From  the  PentaEon  to  the  Old  State  Building 


Grether:   I  might  say  that  in  between  there  sometime,  the  National 
Security  Resources  Board,  which  had  been  located  in  the 
Pentagon,  was  moved  to  the  Old  State  Building,  right  across 
the  street  from  the  White  House.   Once  I  finally  became 
settled,  I  discovered  myself  in  the  third  floor,  southwest 
corner  of  this  building,  and  I  was  told  that  among  the 
previous  occupants  of  this  same  space  had  been  Nelson 
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Rockefeller  at  one  time.   But  the  Old  State  Building  is  just 
chock-full  of  tradition,  history. 

In  the  same  building,  for  example,  was  the  Director  of 
the  Budget,  Jim  Webb,  with  whom  I  had  to  work  very  closely, 
and  Edwin  C.  Nourse,  chairman  of  the  Council  of  Economic 
Advisors.  My  duties  required  that  I  work  with  both  these 
men,  and  they  became  very  excellent  associations.   Right 
below  was  the  National  Security  Council  office,  for  example. 
It  was  a  beehive  of  activity,  and  still  is  just  across  the 
street  from  the  White  House. 

But,  unlike  the  Pentagon,  this  building  was  not  air- 
conditioned. 

Nathan:   The  southwest  corner  was  a  hot  spot,  wasn't  it? 

Grether:  Well,  that's  an  interesting  thing,  and  we  found  this  in  our 
home,  too,  because  eventually  I  brought  my  family  to 
Washington.   There's  a  trick  here.   If  you  have  big  fans  and 
place  them  on  the  floor  and  have  cross-ventilation,  you're 
quite  comfortable;  the  air  is  stirring.   So  I  found  this 
quite  tolerable .   We  discovered  the  same  thing  at  home  in 
our  bedroom;  you  keep  the  air  moving  and  it's  reasonably 
tolerable,  even  under  high  humidity.   But  it  was  more 
pleasant  in  the  Pentagon. 

I  assume  that  the  move  to  the  Old  State  Building 
represented  a  step  in  the  break  from  the  dominance  of  the 
military  in  this  operation,  and  it  undoubtedly  had  some 
significance  from  this  standpoint. 

Nathan:   Were  there  other  academic  people  besides  you  in  your  special 
group? 

Grether:  Yes.   There  were  some  eventually;  I  haven't  gotten  to  that 
point  as  yet.  When  I  got  in  operation,  I  had  for  instance, 
a  panel  of  consultants;  some  of  them  were  academic  people, 
but  for  the  most  part  the  group  was  from  the  business  world 
or  from  other  federal  agencies.  To  begin  with  at  least,  as 
far  as  I  could  tell,  the  most  powerful,  ablest  group  was 
from  what  I'd  call  Wall  Street  (just  the  label  you  apply  to 
the  financial  section  of  New  York) . 

The  chairman  of  that  board  was  a  man  named  Arthur  M. 
Hill.   He  had  been  president  of  the  Greyhound  Bus  Company. 
The  Greyhound  Bus  Company,  if  you've  watched  it  over  the 
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years,  has  had  trouble  staying  a  bus  company;  it  does  almost 
everything  in  addition  to  running  buses.   Anyway,  Hill 
apparently  retired  as  president  and  had  come  to  Washington, 
where  he  served.   Many  businessmen  take  great  pleasure  in 
serving  in  Washington,  as  you  might  have  observed,  and  Hill 
I'm  sure  is  one  of  these.   I  hate  to  say  this,  but  my 
impression  is  that  he  was  not  really  a  strong  leader,  and 
this  was  part  of  the  problem.   This  may  very  well  be  why 
Eberstadt  was  brought  in  through  Secretary  Forrestal  to  make 
the  study  of  the  board  and  to  add  additional  personnel  to 
the  board. 

My  next  job  was  to  make  a  study  or  review  of  the 
programs  and  projects  of  the  NSRC.   I  have  before  me  a 
report  dated  July  16 ,  1948 ,  to  Ralph  J .  Watkins ,  who  was 
head  of  one  of  the  divisions,  I  guess  the  Plans  and  Programs 
Division  (Watkins  and  I  were  good  friends  also) .   I  was 
sending  along  my  review  of  what  was  underway  in  the  board  in 
terms  of  its  primary  statutory  responsibility  and  so  on, 
under  the  act.   I  made  eventually  some  tentative 
observations  and  recommendations,  and  I  may  turn  to  those. 


Eberstadt 's  Report 


Grether:   I  think  first,  if  you  don't  mind,  we  ought  to  look  at  this 
report  of  Eberstadt 's  because  of  its  significance, 
[referring  to  cover  of  report]  I  guess  that's  blue,  isn't 
it? 

rx 

Nathan:   Yes,  I  think  so. 

Grether:   I  looked  him  up  in  Who's  Who  yesterday.   I  find  he  lists 

this  among  the  items  in  his  Who's  Who,  so  he  considers  it  a 
major  effort  on  his  part. 

Nathan:   I  was  also  interested  to  see  that  it  was  not  produced  in  a 
fancy  way.   This  looks  like  mimeograph. 

Grether:   It's  processed,  yes. 

Nathan:   It's  processed  as  a  paperback- - 

Grether:   Yes.   And  it's  given  a  number  here,  and  so  on.   I  don't 

think  it's  worthwhile  running  through  this  report  in  detail, 
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except  to  note  it's  a  very  able  document  and  takes  some  very 
strong  views.   It  goes  over  the  work  that  had  been  done  to 
this  time,  but  indicating  that  NSRC  had  not  really  gotten 
tuned  up  in  terms  of  the  needs  and  the  risks  of  the  period. 

But  the  most  interesting  thing- -and  here  I  want  to  be 
careful- -is  what  came  to  be  called  the  "nucleus  concept." 
In  fact,  Eberstadt  used  the  term  "nucleus"  in  here.   Let's 
see,  I'll  turn  to  the  page:   this  is  on  page  42  and  43 --the 
term  "nucleus"  and  "nuclei,"  beginning  on  41  also.  Now, 
here  is  the  problem.   Perhaps  I  can  interpret  it  best  if  I 
show  you  across  the  desk  here  the  organization  chart  of  the 
NSRB.   You'll  notice  the  chairman  up  here  and  the  assistants 
as  usual,  advisory  committees,  and  the  vice  chairman,  and 
all  the  others,  and  these  directors  of  plans  and  programs 
(that  was  Watkins),  directors  of  mobilization,  procedure, 
and  organization. 


Mobilization  Planning  and  Motivation 


Grether:   Then  down  below  here  is  what's  called  Mobilization  Planning 
Staff,  with  four  directors- -director  of  production,  director 
of  transportation  and  storage,  director  of  human  resources, 
and  director  of  economic  management.   (The  latter  is  the 
spot  I  came  to  occupy;  they  asked  me  to  become  director  of 
economic  management . ) 

The  issue  that  Eberstadt  raised,  and  where  he  took  a 
very  strong  position,  was,  "How  can  you  have  an  effective 
agency  doing  planning  and  coordinating  work  in  this  very 
complex  area,  if  the  people  involved  think  of  themselves 
merely  as  putting  blueprints  or  memoranda  in  files  somewhere 
for  possible  future  work?"  He  pointed  out  that  when  World 
War  II  came  along  there  was  such  a  set  of  documents  prepared 
by  the  Army  and  Navy  Munitions  Board  (you  recall  that  at  one 
stage  he  was  chairman  of  that  board,  so  he  know  what  he  was 
talking  about) ,  and  that  President  Roosevelt  refused  to 
implement  the  recommendations .   In  other  words ,  that  was 
wasted  effort;  it  was  never  brought  into  fruition. 

Of  course,  there's  an  important  factor  there  that  should 
be  considered,  and  that  is  that  we  had  lead-time.   See,  we 
did  not  get  into  the  war  until  '41;  we  had  a  period  of 
years.   Also,  there  was  heavy  unemployment,  heavy  excess 
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Nathan : 


Grether: 


capacity,  and  the  whole  process  of  moving  into  war 
operations  was  a  slow,  gradual  process.   As  I've  read 
Roosevelt's  record,  he  was  moving  in  that  direction;  without 
informing  Congress  or  anybody  else,  he  was  making  moves  in 
that  direction  continually.  But  he  did  not  implement  the 
official  plan  that  was  in  the  file. 

I  think  there's  a  second  factor;  the  election  of  1940 
was  coming  up.  He,  I  think,  feared  the  impact  on  the 
country  if  you  announced  that  you're  putting  a  plan  of 
mobilization  into  operation.   In  any  event,  it  didn't  occur, 
and  Eberstadt  had  this  in  mind.   So  he  raised  the  question, 
"How  can  one  get  good  people  to  go  to  work  with  their 
intelligence  and  full  energies  and  fulfill  their 
responsibilities  under  the  National  Security  Act?"  Well, 
that  was  really  the  basic  question. 

His  conclusion  was  that  they  will  not  make  themselves 
available,  will  not  work  efficiently,  unless  they  have  some 
relevance  to  the  present,  immediate  situation.   So  the  best 
way  to  illustrate  this  is- -I '11  hold  this  up  again 
[referring  to  organization  chart] --if  war  had  come  during 
this  phase,  this  chart  would  have  been  torn  right  in  two, 
and  these  people  would  have  been  the  people  who  would  go 
into  operation  with  their  staffs  immediately.   In  other 
words,  you'd  have  immediately  a  war  program  in  operation. 

These  four  directors  that  you  mentioned,  then,  would  be  the 
top? 

That's  right.   I  would  have  been  in  the  uncomfortable 
position  of  being  economic  czar  of  the  United  States  at  that 
time.   Needless  to  say,  I  thought  about  that. 


Nathan:   Horrifying. 

Grether:   It  was  horrifying.   But  this  was  the  concept  that  Eberstadt 
had  in  mind,  and  the  one  that  he  promoted  very  heavily.   By 
the  way,  this  was  based  pretty  heavily  upon  his  experience 
during  the  war  period,  and  this  was  pretty  much  the  pattern 
of  World  War  I  and  World  War  II- -especially  World  War  II. 
World  War  I  was  much  more  loosely  organized,  but  this  was 
pretty  much  the  pattern  that  was  set  up. 

Now,  here  is  the  problem- -and  I'm  really  kind  of 
thinking  out  loud  with  you.   You  notice  the  word  here  that 
NSRB  was  supposed  to  "coordinate."   In  other  words,  the 
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Nathan: 


Grether: 


assumption  was  that  it  was  not  going  to  do  most  of  the  work 
itself  with  its  own  staff,  because  that  would  be  a  huge 
bureaucracy.   It  was  supposed  to  coordinate.   This  means  it 
had  to  go  all  over  Washington  and  out  into  the  community  and 
put  other  people  to  work  under  a  plan.  Therefore,  it  had  to 
have,  to  begin  with,  an  appropriate  framework  of  policies 
and  plans  that  it  would  go  out  then,  and  promote. 

This  is  why  my  experience  in  Washington  personally  was 
so  satisfying.   I  could  not  have  selected  a  better  place  to 
get  acquainted  with  Washington  if  you're  going  to  be  there 
for  only  a  few  months.   1  was  working,  you  see,  with  other 
agencies  at  a  cabinet  and  undersecretary  level,  and 
therefore  I  developed  a  very  broad  acquaintanceship  in  the 
efforts  to  work  in  the  area  of  economic  stabilization  and 
economic  administration.   This  was  true  of  the  other  people 
as  well.   But  notice  the  psychological  problem.  You're 
asking  a  secretary  of  commerce  or  the  head  of  the  Federal 
Reserve  Board  or  whatnot  to  coordinate  under  your  scheme --to 
assign  people  from  his  organization  to  fit  into  the  program 
coming  to  him  from  the  so-called  coordinators  who  have  their 
plans  and  programs . 

It  was  clear  to  me --this  is  one  thing  I'd  like  to  put  on 
the  record- -that  this  scheme  could  not  work  unless  the 
President  had  a  very  firm  finger  on  it,  and  made  it  clear  to 
all  the  department  heads  and  to  all  the  other  agencies  that 
should  be  involved  that  they  were  expected  to  fit  into  this 
overall  framework  of  planning.   Now,  that  certainly  is 
correct.   But  to  what  extent  this  same  group  should  have 
relevance  to  a  current  and  immediate  decision  is  another 
problem,  you  see.   Eberstadt's  view  seemed  to  be  that  unless 
they  have  some  short-term,  immediate  relevance,  they  will 
consider  this  an  exercise  in  futility,  pretty  much.   In  any 
event,  you  see  the  nature  of  the  problem  here. 

Did  you,  in  fact,  find  a  certain  reluctance  or  resistance  on 
the  part  of  those  who  were  the  subject  of  the  coordination 
to  accept  these  directives? 

This  is  a  very  subtle  question.   My  relations  were  very 
good.   I  found  I  got  along  very  well.   In  fact,  I  think 
participating  in  the  University  of  California  is  a  very  good 
preparation  for  Washington.   I  was  acquainted  with  a  large, 
complex  bureaucracy. 
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Also,  you  see,  this  is  how  we  operate.  A  school  or 
department  doesn't  stand  quite  independently;  it  always  is 
getting  help  and  interacting  with  others,  schools  and 
departments.  I  was  accustomed  to  this  type  of  living  or 
operations.   So  I  found  myself  quite  at  home,  and  also  I  had 
some  friends  to  begin  with.   For  instance,  Dr.  Nourse  of  the 
council  of  Economic  Advisors—he  and  I  had  been  acquainted 
and  we'd  long  been  friends.   In  fact,  a  friend  of  mine  is 
now  writing  Dr.  Nourse 's  biography,  and  I  will  soon- -by  the 
end  of  the  year- -have  chapters  on  this  period  that  he  is 
writing  about.  The  man  is  Dr.  Joseph  G.  Knapp,  who's  had  a 
long  and  pleasant  association  with  Dr.  Nourse.  He  and  I 
were  classmates  to  begin  with  at  the  University  of  Nebraska, 
so  I've  known  him  much  of  my  life. 


Director  of  Economic  Management: 
Nucleus  Concept 


Learnine  Processes  and  the 


Grether:  Finally  I  was  put  into  this  spot  here --Director  of  Economic 
Management --and  this  is  an  experience,  because  now  I  was  an 
operating  head;  I  had  to  employ  people.   There  was  a 
skeleton  staff  of  people,  and  I  had  to  add  to  them.   I  found 
myself  in  two  interesting  learning  processes.   I  discovered 
that  before  you  can  employ,  you  have  to  check  out  the  list 
of  all  displaced  people  who  are  available.   This  gets  in  the 
way  immediately,  because  they're  not  necessarily  the  kind  of 
people  you'd  want  at  all.  But  you  have  to  go  through  the 
trouble  of  checking  this  out.   In  the  second  place,  there 
were  the  housekeeping  details- -getting  space,  and  the  rules 
and  regulations  of  what  I  call  the  housekeeping.   This  I 
found  was  a  horrendous  thing.   So  finally  I  just  said  to  an 
assistant,  "I  can't  possibly  learn  this  sort  of  thing,  so 
you  tell  me  what  to  do."  Ve  went  ahead  on  that  basis. 

Well,  as  things  moved  along,  it  was  clear  that 
Eberstadt's  idea  of  a  nucleus  type  of  organization  was  not 
accepted  by  many  people  in  the  board,  and  in  fact  this  issue 
was  not  settled  until  after  the  so-called  White  House 
presentation,  which  I'll  talk  about  directly. 

Nathan:   Could  I  just  go  back  a  moment?  The  nucleus  concept- -was 
that  related  to  having  a  current  function? 

Grether:   Yes,  there  should  be  some  relation  also  to  the  current 
scene . 

Nathan:   Right.  That  was  part  of  the  nucleus  idea? 
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Grether:  Yes.   But  Just  what  that  would  be  and  how  it  would  be  made 
active  was  not  clear,  keeping  in  mind  that  over  here 
[referring  to  chart]  is  the  National  Security  Council,  which 
is  a  policy  agency  (this  is  not  a  policy  agency  in  the 
current  scene).   Here's  the  Central  Intelligence  Agency, 
with  its  information  and  sources.   This  was  really  a 
planning  and  coordinating  board.   But  I  suppose,  maybe,  as 
one  thinks  about  this,  one  should  put  it  in  the  perspective 
of  the  tenseness  of  the  period.  That  is,  why  would  people 
want  to  come  in  and  spend  their  time  preparing  plans,  unless 
they  were  very  closely  related  to  what  was  going  on;  maybe 
that  was  the  issue?  In  any  event,  it  was  debated,  and  I 
find,  even  in  the  small  number  of  things  I  was  able  to  bring 
home  with  me,  that  it  was  debated  pro  and  con  within  the 
board. 

Also,  it  took  this  form- -and  there's  a  memorandum  of 
this  problem  in  this  collection:   in  trying  to  coordinate, 
having  these  agencies  with  which  you  are  working,  you  should 
do  it  in  terms  of  giving  them  very  broad  responsibilities  or 
in  terms  of  very  specific  assignments.   Now,  if  you  take  the 
view  that  the  coordination  is  in  terms  of  very  broad 
responsibilities,  it  means  you  have  a  very  small  central 
staff  here,  and  all  they  do  is  keep  in  touch  with  these 
planning  units  scattered  throughout  the  entire  Washington 
scene  and  see  to  it  that  what  goes  on  fits  into  the 
appropriate  framework  here  at  the  center  of  the  operation. 
Or  do  you  do  it  in  terms  of  very  specific  assignments?  This 
got  to  be  a  very  important  debate.   Now,  under  the  nucleus 
concept  it  was  the  latter;  you'd  keep  more  power  at  the 
center  and  you'd  work  only  in  relation  to  very  specific 
assignments. 

There  was  another  aspect  of  the  nucleus  concept:  when 
you  get  outside  the  Washington  scene,  out  into  the  country 
as  a  whole,  the  nucleus  concept,  for  example,  apparently  was 
accepted  and  put  to  work  definitely  in  this  area  under  the 
director  of  production.   The  director  in  this  field  very 
early  went  out  to  American  industry.   In  fact,  as  my  limited 
materials  I  have  here  indicate,  one  time  there  were  115 
industrial  committees  at  work,  trying  to  prepare 
mobilization  plans  at  the  industry  level. 

H 
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Nathan:   I  wonder  whether  sometime  soon  we  might  get  the  names  of 
some  of  the  board  members. 

Grether:  Let's  do  it  now.  Then  we'll  return  to  this  problem  of  the 
nucleus  concept.   The  board  members  in  the  statute  were  to 
be  the  heads  of  such  federal  departments  and  agencies  as  the 
president  directed.  At  the  time  that  I  was  there,  these 
were  the  Secretaries  of  State,  Treasury,  Defense,  Interior, 
Agriculture,  Commerce,  and  Labor.   In  other  words,  this  was 
a  cabinet -level  group.  As  we  move  along,  I'll  indicate  how 
we  made  a  report  to  this  group  at  the  White  House  on 
December  10,  1948.  But  this,  you  see,  indicates  the 
problem.   These  are  all  powerful  people  with  huge  staffs, 
and  they're  expected  somehow  to  bring  their  activity  in 
relation  to  this  central  planning  and  coordinating  group. 

Nathan:   Do  they  tend  to  be  somewhat  jealous  of  their  own  power? 

Grether:   Oh,  I  would  think  so;  I  think  it's  inevitable.   Not  only 
that—well,  I'll  put  it  this  way:   From  my  experience  in 
Washington  at  this  time  and  other  times,  Washington  probably 
couldn't  work  at  all  except  for  the  fact  that  a  lot  of 
people  are  running  around  all  the  time  into  overlapping 
committees,  between  agencies.   [laughter]   This  is  what  this 
involved,  you  see,  having  a  lot  of  overlapping  conunittees 
where  some  people  have  to  keep  in  touch.   I  was  referring, 
before  you  changed  the  tape,  to  how  this  reached  out  into 
the  community  also,  and  how  the  director  of  production,  who 
took  the  nucleus  concept  very  seriously,  had  set  up  115 
industry  committees  scattered  throughout  American  industry 
who  were  also  working  on  mobilization  planning. 


Alarm  for  Committee  Members.  Interest  from  the  Press 


Grether:   If  you  think  back  upon  this,  just  visualize  this.   That 
means  a  lot  of  people  on  two-level  industrial  committees 
were  getting  scared;  they  were  being  brought  into 
mobilization  planning,  as  if  war  were  just  about  coming. 
This  is  part  of  the  problem- -that  is,  "What's  going  on 
here?" 

Now,  if  you  look  at  the  duties  of  the  board- -take  for 
example  this  one:   "Strategic  relocation  of  key  industries 
to  service  government  and  economic  activities."  We  had  work 
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going  in  that  area.  The  press  became  very  interested  in  all 
of  this.  You  can  imagine  that  anybody  who's  located  in 
Washington  or  someplace  else  asks,  "What  going  to  happen? 
They're  going  to  start  shifting  us  around."  Because  there 
was  thinking  going  on  about  the  risks  of  having  too  much 
government  or  other  industrial  activity  located  at  a  single 
center. 

As  I  recall  reading  some  of  this,  they  said  an  atomic 
bomb  was  too  expensive  to  waste  on  a  population  center  of 
fifty  thousand,  so  you're  probably  fairly  safe  there.  A  lot 
has  happened,  of  course,  since  then.   But  "Strategic  and 
Critical  Materials  Reserve  and  their  Conservation" --this 
immediately  gets  industry  worried  that  there's  a  whole 
stockpiling  program  going  on.   To  what  extent  will  this 
affect  the  availability  of  resources  for  current  operations? 

As  one  looks  at  this,  one  can  see  why  it  was  necessary 
to  have  some  relationship  with  the  current  situation,  tensed 
up  as  it  was,  but  also  how  difficult  it  was  to  keep  this 
under  proper  control.   This  reminds  me,  by  the  way,  of  one 
of  the  more  interesting  aspects  of  this,  on  the  sidelines. 
As  these  operations  moved  forward,  because  of  the  tenseness 
of  the  situation  the  press  naturally  became  interested,  and 
we  were  being  badgered  all  the  time  for  stories. 

I  was  new,  I  was  green,  so  I  didn't  know  what  to  do. 
I'd  check  with  the  chairman  or  someone  else  around  there, 
and  what  we  discovered  is  that  if  we  didn't  give  a  story- -in 
fact,  one  of  the  media  people  said  to  me  bluntly,  "If  you 
don't  tell  me  something,  I'm  going  to  write  a  story  you 
won't  like,"  just  like  that.   So  we  were  told  to  try  to  give 
something  that  would  not  reveal  secrets.   I  think  I  forgot 
to  mention  that  this  was  in  the  area  of  top-secret 
operation- -perhaps  needlessly  so,  but  I'm  sure  I  had  a  full 
field  clearance  before  I  was  brought  into  the  Pentagon.   I 
know  I  had  a  safe  for  top-secret  materials,  and  that  has  its 
amusing  aspects,  because  at  first  I  didn't  have  anything, 
and  you're  supposed  to  lock  that  safe  very  carefully  when 
you  leave  the  office.  Once  I  and  my  first  man  working  with 
me--G.  Griffith  Johnson- -had  both  gone  home,  and  the  safe 
wasn't  locked.   They  couldn't  reach  me  at  home,  so  they  got 
him  to  come  all  the  way  back  from  Falls  Church,  Virginia, 
where  he  was  living,  to  lock  the  safe  because  it  was  a 
violation.   [laughter] 
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But  even  more  amusing  was  that  Galbraith,  who  was  always 
in  and  out  of  Washington,  was  doing  something  or  other  in 
Washington  then,  and  I  happened  to  mention  to  him  that  I  had 
this  top-secret  safe  with  nothing  in  it.   So  a  day  or  two 
later  I  got  a  bunch  of  junk  from  Galbraith  marked  "Top 
Secret."   [laughter] 

Nathan :   Wonderful . 

Grether:  His  usual  wit- -a  great  wit.  But  eventually,  of  course,  we 
had  materials,  and  you're  interacting  with  the  military. 
This  whole  area  was  definitely  involved. 

Nathan:   Tell  me,  if  you'd  care  to,  a  little  more  about  how  you 
eventually  came  to  terms  with  the  press. 

Grether:  Well,  you'd  give  them  something;  you'd  have  to.   But  it  was 
very  difficult.   For  instance  (and  this  is  literally  true;  I 
remember  this  happened  in  two  or  three  cases,  and  1  can  look 
them  up  if  necessary  for  the  full  record) ,  we  would  have 
meetings  discussing  reports  and  plans,  and  when  we  adjourned 
the  Washington  Post  or  some  other  newspaper  would  have  the 
discussion  of  what  we  had,  and  sometimes  more  than  we 
discussed,  even.  We'd  literally  sometimes  read  in  the  press 
things  that  went  beyond  our  discussion.  The  leaks  were  there 
all  the  time.   In  fact,  I  became  very  dubious  about  some  of 
this. 

Drew  Pearson,  of  course,  was  active  at  this  time.  After 
reading  his  stories,  my  conclusion  was,  whenever  he  wrote  in 
an  area  where  I  knew  facts,  that  he  was  pretty  close  to  the 
target,  but  he  always  missed  to  some  extent.   In  other 
words,  it's  not  accurate  shooting  entirely,  but  it's  close 
enough  so  it  is  of  considerable  interest. 

To  give  an  amusing  example  of  the  problems,  you  may 
recall  that  in  one  of  our  earlier  tapings  I  said  that  the 
people  to  beware  of  are  the  administrative  staffs  or  the 
paid  lobbying  and  public  relations  groups,  because  they're 
always  more  zealous  on  behalf  of  their  principals  than  the 
principals  would  be  themselves. 
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An  Industry  Group  and  "The  Grether  Plan" 


Grether:   For  example,  I  had  a  very  amusing  incident.   I  was  always 
under  pressure  to  meet  trade  groups ,  and  when  it  seemed 
appropriate  and  I  had  time,  I  would  do  this  (as  well  as 
other  groups).  There  were  meetings  at  the  Pentagon,  along 
with  Dr.  Nourse,  Jim  Webb,  and  so  on. 

One  time  I  had  an  invitation  to  go  down  to  the 
Washington  Hotel.   It  came  from  the  people  allegedly  in  the 
drug  and  pharmaceutical  industry.   I  found,  when  I  got  down 
there,  that  I  was  not  in  a  public  dining  room  but  in  a 
private  room  upstairs  where  they,  of  course,  had  a  very  nice 
luncheon.   Needless  to  say,  I  knew  I'd  have  to  sing  for  this 
luncheon.  Afterwards  they  gathered  around  me;  1  can  still 
see  this  circle  of  people.  They  had  been  introduced,  of 
course,  and  they  were  really  pretty  much  PR  types  of  people. 
They  said,  "We  thought,  in  connection  with  your  mobilization 
planning,  you  ought  to  know  something  about  the  problems  of 
the  drug  and  pharmaceutical  industries,  and  especially  about 
fair  trade." 

Can  you  imagine  anything  more  awkward?  Already  we've 
taped  the  fact  that  I  did  research  for  years  in  this  area. 
These  people  must  not  read;  they  didn't  know  that  I  had  been 
the  authority  in  this  area.   So  they  began  giving  me 
elementary  lectures  on  what  fair  trade  is  all  about,  and  to 
be  sure,  in  our  mobilization  plan,  to  protect  fair  trade. 
This  literally  happened,  and  I  had  to  sit  there  and  listen 
to  this,  and  I  couldn't  dare  really  tell  them  that  I  knew 
more  about  it  than  they  did.   I  did,  literally,  because  I'd 
done  systematic  research  in  this  area. 

Later  on  I  read  in  two  drug  journals,  which  were  brought 
to  my  attention,  about  the  so-called  "Grether  Plan"  for  the 
drug  and  pharmaceutical  industries  in  the  event  of 
mobilization,  and  we  hadn't  even  discussed  it  any  place  at 
all.  Now,  what  does  this  mean?  I  think  it  just  means  these 
fellows  had  to  give  evidence  of  earning  their  money,  and  so 
they  manufactured  something  based  upon  this  one  encounter. 
This  sort  of  thing  is  going  on  all  the  time. 
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Efforts  at  Secrecy 


Nathan:  From  what  I  hear  of  your  experience  so  far,  it  does  raise 
the  question  of  whether  one  really  can  keep  secrets.  Can 
one  ever  plug  leaks? 

Grether:   No,  no,  no.   I'll  give  you  my  view,  and  that  is  that  in  the 
Washington  scene  there's  been  too  much  effort  to  try  to  keep 
secrets.  A  lot  of  things  are  held  to  be  confidential, 
secret,  even  top  secret,  and  so  on;  there  are  various 
levels.  These  documents  I  have  here  that  I  brought  with  me 
are  called  "Restricted;"  that's  the  lowest  level  of 
confidentiality.   Then  you  go  to  Confidential,  then  Secret, 
then  Top  Secret;  these  are  the  levels.  Anything  that  was 
labeled  "Secret"  I  wouldn't  dare  bring  home.   "Restricted" 
is  the  lowest  level;  undoubtedly  these  have  been 
declassified  by  now- -at  least  I'm  assuming  so. 

My  guess  is  that  there's  an  undue  effort  at  maintaining 
secrecy.  The  result  of  that  is  that  it  not  only  piques 
curiosity,  but  it  gives  all  sorts  of  people  incentive  to  try 
to  break  past,  because  if  they  succeed  in  breaking  past, 
then  they  have  a  scoop,  and  the  press  gets  very  efficient  at 
learning  to  work  the  system. 

It's  true  of  the  University,  too.   We  have  a  secret 
confidential  system,  as  you  know.   I've  always  been  amazed 
when  I  would  see  how  some  faculty  members  always  seem  to 
know  what's  going  on;  they  seem  to  be  able  to  work  the 
grapevine  [laughter],  so  to  speak. 

By  the  way,  this  is  an  issue  right  now.   You  noticed  in 
this  morning's  paper  that  the  governor  vetoed  the  [Senator 
George]  Moscone  Bill  on  public  information,  and  I'd  like  to 
know  more  about  that,  because  in  the  governor's  campaign  he 
stressed  the  importance  of  disclosure.   There  must  be  some 
aspects  of  this  bill  he  didn't  like.  The  news  story  is  that 
there  will  be  a  new  bill  which  will  be  more  acceptable  to 
him.   I'm  not  informed.   I  heard  some  discussion  about  this 
at  the  Faculty  Club  table  yesterday.   Apparently  the 
University  was  opposing  this  bill  also;  it  must  have  some 
impact  upon  some  aspects  of  our  work.   We  have  a  lot  of 
secret  contracts—we  used  to  have,  at  least- -and  a  lot  of 
our  procedure  is  on  the  basis  of  confidentiality. 
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Personally,  for  what  it's  worth,  I  think  we've  over 
emphasized  this  in  the  University  community.   One  thing  this 
does  (I'm  just  digressing  a  minute)  is  allow  for  buck- 
passing.  That  is,  when  there  are  four  or  five  strategic 
control  points,  all  of  them  secret,  which  is  the  sensitive 
control  point?  I've  always  been  in  favor  of  much  less 
secrecy  and  confidentiality  in  terms  of  our  own  procedure. 
I  think  it  would  be  healthier.  When  we  get  into  my 
experience  as  dean  and  chairman,  we  might  want  to  raise  that 
issue  again. 

To  come  back  to  the  security  board,  we  were  just 
reflecting  for  a  minute  here.   Clearly,  there  was  a  very 
important  problem  here.   Clearly,  something  should  have  been 
done,  and  it  was  a  very  good  idea  to  implement  this  agency. 
But  the  issue  of  what  should  be  done  permanently,  let  alone 
in  terms  of  the  1947-48  exigencies,  is  a  very  difficult 
problem.   I'm  sure  there  was  always  tugging  and  pulling  and 
so-called  power  plays  behind  the  scenes. 

So  far  as  I  could  tell,  at  least  in  the  first  phase,  the 
secretary  of  defense  was  the  center  of  power.   He  took  a 
very  active  interest  here.   I  think  I  mentioned,  didn't  I, 
that  Mr.  McCone  said  he  was  representing  Secretary  Forrestal 
in  talking  to  me?  He  wasn't  representing  the  President  or 
the  chairman  of  the  board  of  the  NSRB;  he  was  representing 
Secretary  Forrestal.   The  secretary,  of  course,  is  a  member 
of  this  board.   But  he  undoubtedly  came  to  think  of  this  as 
an  exceedingly  sensitive  and  important  area  in  terms  of  the 
national  military  establishment,  and  undoubtedly  that's 
true.   It's  also  exceedingly  important  for  every  other 
agency- -the  civilian  agencies  and  so  on. 

I  think  it's  well  to  keep  in  mind  that  still  in  the 
backwash  of  the  war,  80  to  82  percent  of  the  national  budget 
was  going  into  either  the  current  defense  program  or  paying 
the  carryover  from  the  previous  war.   Therefore  this  whole 
area  is  a  very  strategic  and  a  critical  area,  let  alone, 
say,  the  risks  internationally  in  the  situation  as  it  was 
depicted  by  the  president  in  his  message  to  Congress  (from 
which  I  read  earlier) . 

I  don't  think  it  would  be  worthwhile,  Harriet,  to  try  to 
run  through  the  board  and  its  programs  in  detail.   If  that 
ever  seems  important,  it  could  be  added,  although  my 
materials  are  not  entirely  adequate,  because  I  didn't  bring 
very  much  with  me . 
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Oral  Presentation  to  President  Truman  (1948) 


Grether:   It  all  came  to  a  head  unexpectedly  in  December,  1948. 

(There- -you  can  see  the  red  tag  still:   Special  Service. 
I'm  amazed  to  find  that  in  my  file,  but  I  guess  that  was  all 
right.)  This  is  a  letter  dated  December  1,  coming  from  the 
vice-chairman  of  the  National  Security  Resources  Board.  The 
subject  is  "NSRfi  presentation  to  the  President  on  December 
10,  1948." 

Nathan:   They  gave  you  nine  days'  notice? 

Grether:  Yes.   "The  President  has  asked  the  chairman  of  the  National 
Security  Resources  Board  and  his  staff  to  make  an  oral 
presentation  to  him  at  3:00  p.m. ,  Friday,  December  10,  in 
the  White  House.   The  President's  cabinet  will  also  be 
invited  to  attend  the  meeting."   (There  was  the  full  cabinet 
in  addition  to  the  members  of  the  board.)   "The  purpose  of 
the  presentation  is  to  provide  the  President  with  firsthand 
information  as  to  the  progress  and  plans  of  the  NSRB,  and 
thereby  assure  his  continuing  confidence  in  the  work  of  the 
agency."   (Undoubtedly  there  must  have  been  a  lot  of  flags 
up.)   "The  chairman  is  naturally  extremely  anxious  that  we 
make  an  excellent  showing."   Isn't  that  interesting? 

Nathan:   Yes.   That's  laying  it  right  out. 

Grether:   "In  the  words  of  our  legal  counsel,  'this  is  to  be  a  command 
performance  for  our  commander- in-chief '."   [laughter]  By 
the  way  (let  me  stop  here  a  minute  before  I  continue  with 
this;  one  of  the  most  interesting  aspects  of  this  experience 
to  me  was  something  I've  understood  for  a  long  time  because 
I  interact  with  business  people  all  the  time) ,  business 
people  take  this  sort  of  a  situation  much  more  seriously 
than  academic  people.  Appearing  before  the  President,  the 
greatest  power  in  the  world--!  could  just  see  them 
breathless.  They  were  almost  breathless,  appearing  before 
the  President,  standing  in  the  presence  of  the  most  powerful 
man  in  the  world,  this  little  guy,  Harry  Truman.   Academic 
people,  I  am  glad  to  report,  don't  take  it  that  seriously, 
[laughter] 

Nathan:   No.   It's  one  of  their  good  qualities. 

Grether:  That's  right;  that's  right.   It  was  a  very  interesting  thing 
to  observe.  "The  presentation  will  follow  the  general 
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outline  of"  so  and  so,  and  who  is  to  go  and  what  we're  to 
do.   I  won't  read  that  because  we  can,  if  you  wish,  turn 
directly  to  this  presentation.   It  occurred  in  the  cabinet 
room  at  the  White  House.  Those  of  us  invited  from  the  staff 
of  the  board  were  there,  of  course.   In  fact,  we  had  a  trial 
run  the  day  before  in  the  cabinet  room;  we  had  easels  with 
charts ,  and  we  went  through  our  presentations . 

Also,  we  had  to  operate  on  a  very  close  time  schedule. 
This  ran  from  a  little  after  3:00  to  4:25;  that  meant  it  had 
to  be  chopped  off.   So  we  were  given  that  amount  of  time  to 
present-- . 

Nathan:   To  win  the  confidence  of  the  President? 

Grether:  That's  right,  and  to  present  sketches  of  the  kind  of  work 
that  had  been  done.   Now,  we  all,  of  course,  got  there  a 
little  early,  along  with  members  of  the  cabinet.   I  have  a 
list  here  of  people  who  were  present.   I  was  very  sorry 
indeed  that  Secretary  Marshall  was  not  present,  because  I 
have  such  a  deep  respect  for  him.   He  was  ill,  but  he  was 
represented  by  Assistant  Secretary  of  State  Garrison  Norton, 
I  noticed.   But  for  the  most  part,  the  cabinet  members  were 
there . 

At  exactly  the  right  time,  the  door  opened  and  it  was 
announced,  "The  President  of  the  United  States."  Of  course, 
we  all  stood  at  attention.   In  comes  Mr.  Truman,  who  is  a 
man  not  of  tall  stature,  and  he  asks  very  quietly,  "Do  I  sit 
in  my  regular  place?"  Which  I  thought  was  interesting- -to 
think  we  would  dare  to  push  him  out  of  his  regular  place. 
His  regular  place  was  in  the  middle  of  the  oval  table  with 
his  back  to  the  window,  and  the  cabinet  members  sitting 
around  him,  secretary  of  defense  on  one  side,  secretary  of 
state,  and  so  on.   They  have  a  kind  of  pecking  order  which 
seems  to  have  some  significance. 

So  we  then  made  our  presentation  right  across  the 
cabinet  table;  it  must  have  been  about  eight  or  nine  feet 
from  the  President.   We  had  easels,  all  of  us,  so  that  we 
could  try  to  make  a  sharper  impression  through  charts  and 
graphs.   The  meeting  was  opened  by  the  chairman  of  the 
board,  Mr.  Arthur  N.  Hill,  who  made  some  comments  (I  have 
all  of  this  here)  and  also  introduced  each  of  us,  telling  a 
bit  about  us.   I  don't  think  I'll  run  through  it  in  detail, 
but  I  think,  if  you  don't  mind,  I'll  run  through  my 
presentation,  because  then  I  can  perhaps  expand  this. 
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Because  this  is,  after  all,  my  review  and  not  the  total 
report. 

I  had,  among  the  charts,  this  particular  chart  available 
which  showed  the  war  and  civilian  expenditures  in  1939 
before  the  war,  during  the  peak  of  the  war  in  1944,  and  in 
•47. 

Nathan:   And  what  is  that  top  figure- -is  that  billions? 

Grether:  These  are  billions  of  1939  dollars,  and  the  top  bar  is  the 
war  expenditures.  Back  in  '39,  that's  a  very  small  area. 
Then  the  war  came  long,  it  jumps  up.   Now  it  was  still 
substantial,  but  it  had  cut  back  very  drastically.   By  the 
way,  looking  at  this,  one  thing  that  was  very  interesting  in 
a  war  period  was  that  the  consumer  or  civilian  expenditures 
increased;  we  had  the  guns  and  butter  both.   That  was 
because  we  entered  the  war  with  a  great  deal  of  slack  in  our 
economy;  there  was  heavy  unemployment,  excess  capacity. 
Part  of  the  problems  we  had  in  this  '48  situation  was  the 
situation  just  the  reverse;  we  had  very  little  slack  in  the 
economy. 

To  go  back,  I'll  just  read  this,  if  you  don't  mind,  so 
it's  on  the  record. 


Mr.  President  and  Gentlemen:   Two  areas  of 
mobilization  planning  have  been  assigned  to  me. 
First,  planning  for  the  maintenance  and 
stabilization  of  the  civilian  economy  in  time  of 
war  and  for  the  adjustment  of  such  economy  to 
war  needs  and  conditions  (quoting  from  the 
National  Security  Act);  and  second,  planning  for 
the  conversion  of  our  normal  and  wartime 
economic  operations  abroad  into  an  integrated 
economic  warfare  program.   (The  title  here  is 
Planning  for  Economic  Stabilization  and  for 
Economic  Warfare. ) 

I  shall  address  myself  primarily  to  the  field  of 
economic  stabilization,  but  first  wish  briefly 
to  characterize  our  work  in  the  foreign 
economics  field.   Foreign  economic  operations 
run  the  gamut  from  foreign  procurement  and 
economic  assistance  to  our  allies  and 
cooperative  neutrals,  to  the  many  economic 
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instruments  available  to  impair  the  enemy's 
economy. 

Economic  warfare  in  any  war  now  foreseeable  will 
be  different  from  that  of  World  War  II.  We  must 
not  find  ourselves  dependent  on  tools  which  may 
be  outmoded.  Accordingly,  we  have  initiated  a 
series  of  interagency  studies,  covering  both 
interim  measures  and  the  wartime  action  program 
in  the  following  fields :   the  framework  of 
international  economic  cooperation;  preclusive 
buying;  foreign  economic  assistance  export 
control;  import  control;  foreign  procurement  and 
development;  proclaimed  listing  and  foreign 
assets  control. 


Nathan:   What  was  that,  "proclaimed--"? 

Grether:   Listing.   I'd  have  to  check  that  myself,  but  I  think  it 
meant  that  certain  items  are  listed  as  sensitive  items. 


Other  interagency  studies  are  being  planned  to 
round  out  the  full  program,  including  those  for 
the  development  of  new  economic  weapons  and 
strategies.   (By  the  way,  I  was  given  nine 
minutes  to  explain  what  we  were  doing;  this  is 
typical,  that  we  had  to  run  on  a  very  close 
schedule.  This  explains  the  tightness  of  this 
statement. ) 

Beyond  this,  of  course,  foreign  economic  aspects 
must  be  considered  at  all  critical  stages  of 
mobilization  planning.   In  wartime  as  in  peace, 
United  States'  economy  is  closely  joined  with 
the  economies  of  other  nations.   I  turn  now  to 
the  analysis  of  problems  in  the  field  of 
economic  stabilization. 

Nathan:   You  can  have  more  than  nine  minutes  today. 
Grether:  Okay,  good. 

The  chart  before  you  will  assist  in  centering 
our  analysis  of  the  problems  in  this  field  in 
the  event  of  war  in  the  near  future,  in  contrast 
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with  the  conditions  and  procedures  of  World  War 
II.   (That's  the  chart  I  explained  to  you.)  The 
first  bar  of  diagrams  shows  the  expenditures  for 
war  and  nonwar  purposes  by  government,  the 
amount  spent  for  private  capital  formation  and 
for  exports,  and  in  the  large  green  area  at  the 
base,  consumer  expenditures.   (This  is  black  and 
white ,  but  these  charts  were  in  colors . ) 

The  second  bar  of  diagrams  shows  the  ratios  in 
1944  at  the  peak  of  the  war  effort  in  terms, 
however,  of  1939  dollars.   It  will  be  noticed 
that  in  spite  of  the  enormous  expansion  of  war 
expenditures,  consumer  expenditures  were  above 
those  in  1939.  The  third  bar  diagram  portrays 
the  year  1947,  again  in  terms  of  1939  dollars. 
Notice  that  consumer  expenditures  had  continued 
upwards ,  that  capital  formation  and  exports  had 
pushed  far  beyond  the  1939  level,  and  that 
governmental  expenditures  had  fallen  very 
sharply,  relatively.   Under  war  conditions 
comparable  to  those  of  1944,  allowing  for  taking 
up  slack  in  the  economy  and  for  normal  growth, 
it  would  be  necessary  to  cut  back  capital 
formation  and  exports  very  heavily  and,  in 
addition,  to  reduce  the  consumer  proportion  of 
the  total  gross  national  product  by  a 
substantial  amount. 


I  might  stop  there  a  minute  to  explain  that.   Notice  we 
were  now  only  four  years- -less  than  that- -past  the  end  of 
the  war,  and  were  going  through  the  period  of  catching  up. 
We  hadn't  completed  that  process.   You  may  recall  that,  when 
we  discussed  the  governor's  Conference  on  Employment  in 
1949,  at  that  time  we  were  beginning  to  catch  up  in 
California,  so  there  was  some  relaxation.   But  we  were  still 
in  this  phase  of  catching  up,  so  there  was  very  little  slack 
in  the  economy. 


In  fact,  an  estimate  prepared  for  the  board  last 
spring  by  the  Council  of  Economic  Advisors 
suggests  that  this  civilian  cutback  might  be  as 
much  as  30  percent  under  certain  assumptions. 
During  the  period  1939  to  1942,  it  was  possible 
to  approach  problems  in  economic  stabilization 
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gradually,  on  a  piecemeal  basis,  because  of  a 
large  reservoir  of  manpower  and  unutilized 
capacity  and  the  relatively  small  money  supply 
and  national  debt,  and  a  price  level  which  was 
still  somewhat  depressed.  The  readjustments  to 
a  war  economy  in  the  near  future  would  be  from  a 
basis  of  near  peak  operations,  with  a  high  price 
level,  a  tremendous  national  debt,  and  a  highly 
liquid  money  and  credit  situation.   (By  the  way, 
keep  in  mind  the  current  situation  from  this 
standpoint. ) 

Nathan:   Exactly.  That's  very  interesting. 

Grether:      Under  these  conditions,  it  would  be  most 

difficult,  indeed,  to  rely  upon  the  normal 
peacetime  monetary  incentives  and  price  and 
income  relationships  for  the  purposes  of  the  war 
without  engendering  and  perhaps  releasing 
enormous  inflationary  pressures.   (That  has  a 
modern  ring,  doesn't  it?)  Consequently,  it 
would  be  necessary  to  act  promptly  and 
drastically  in  order  to  contain  these  pressures 
and  to  maintain  monetary  incentives  and  price 
and  income  relationships  consistent  with  (1)  the 
efficient  operation  of  the  war  economy,  as  well 
as  with  (2)  the  hope  of  returning  to  our  present 
form  of  society  at  the  end  of  the  war. 


And,  by  the  way,  this  latter  point  was  in  our- -at  least 
in  my- -opinion  all  the  time;  that  is,  you'd  hope  always  that 
you'd  return  to  something  that  at  least  resembled  what  you 
left  before  moving  into  a  major  war  situation. 


In  preparing  for  this  eventuality,  we  are  (1) 
analyzing  wartime  experience  in  this  country  and 
elsewhere  with  the  leading  functional  measures 
for  economic  stabilization,  with  the  assistance 
of  other  government  departments .   Among  these 
measures  are  (a)  tax  policies,  (b)  monetary  and 
credit  measures,  (c)  price  controls  including 
procurement  pricing,  (d)  wage  controls, 
(e)  rationing,  inventory  controls,  and  other 
measures  to  conserve  stock  and  distribute 
supplies  equitably. 
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(2)  Ve  are  also  analyzing  selected  commodity 
areas  important  from  the  standpoint  of  economic 
stabilization,  especially  the  food,  and  textile 
and  apparel  fields.   In  both  of  these  fields  we 
were,  indeed,  fortunate  last  time,  and  must  not 
assume  that  we  shall  necessarily  be  so  well  off 
again  in  a  future  emergency.   We  must  do  some 
creative  planning  concerning  the  distribution  of 
consumer  goods  under  conditions  of  serious 
shortages,  if  we  wish  to  be  properly  prepared. 

(3)  We  are  analyzing  stabilization  policies  in 
terms  of  the  broad  framework  of  mobilization 
policies  and  problems  in  general,  especially  in 
relation  to  (a)  the  overall  strategy  of  wartime 
economic  mobilization,  and  (b)  the  controls 
exercised  in  the  production,  manpower, 
transportation,  and  other  fields  to  implement 
the  overall  strategy. 

(4)  Finally,  we  have  prepared  certain  emergency 
measures  to  be  recommended  for  immediate  action 
as  coordinated  whole  if  the  need  arises. 

Our  proposed  recommendations  include  (A)  fiscal 
and  monetary  measures  such  as  (1)  the  largest 
feasible  increase  in  individual  income  tax  rate 
accompanied  or  shortly  followed  by  an  increase 
in  the  corporate  tax  rate,  an  excess  profits 
tax,  and  selected  excise  taxes;  (2)  the 
inauguration  of  the  sale  of  certain  types  of 
securities  which  should  not  generally  be  liquid 
assets  easily  convertible  into  money.   (This  was 
only  a  partial  list.) 

(B)  A  comprehensive  stop  order  covering  all 
prices,  rents  and  other  charges. 

(C)  A  general  stop  order  in  the  wage  field  in 
conjunction  with  actions  on  prices.   We  must 
have  all  ready,  in  both  price  and  wage  fields, 
policies  and  procedures  for  handling  the 
immediate  and  succeeding  phases. 

(D)  The  issuance  of  orders  prohibiting  sales, 
freezing  stocks,  or  limiting  deliveries  as 
appropriate  for  certain  hoardable  consumer 
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goods.   Ve  must  have  available  interim  rationing 
arrangements  for  items  on  which  restrictions 
have  been  placed,  as  well  as  plans  for  programs 
in  other  critical  fields,  especially  food  and 
fuel. 

In  planning  the  use  of  measures  such  as  those 
just  discussed,  we  are  not  unmindful  that 
original  and  unconventional  devices  beyond  those 
used  in  World  War  II  may  be  desirable.   The 
board  will  wish  to  tap  the  most  creative  minds 
in  the  country  in  its  endeavor  to  prepare  itself 
for  an  emergency  in  this  extraordinarily  complex 
field  which  has  many  more  ramifications  than 
I've  been  able  to  touch  upon  here  today.   It  is 
not  too  much  to  say  that  the  wisdom  of  action  in 
this  field,  especially  the  methods  of  financing 
the  war,  will  largely  determine  the  type  of 
economic  system  afterwards. 

...If  world  conditions  require  the  expansion  of 
our  preparedness  program,  the  issues  I've 
discussed  will  intrude  even  more  forcefully  than 
at  present  upon  our  peacetime  planning. 


Those  were  my  nine  minutes. 
Nathan:   That  was  packed. 

Grether:   It  was  packed.   Everybody  else  had  to  do  a  similar  packed 
job.   Perhaps  we  may  wish  to  discuss  some  aspects  of  it;  I 
have  with  me  some  notes  I  made  while  sitting  there,  and  even 
thereafter.   It's  lucky  I  keep  things;  this  is  just  about 
worn  out  [referring  to  notes],  but  I  can  still  read  it. 

At  the  end  of  our  presentation,  the  President  said 
something  as  follows,  according  to  my  notes:   "You  have  made 
a  very  fine  presentation.   I  am  glad  you  are  basing  your 
work  on  the  mistakes  made  in  the  past.  My  work  in  the 
Senate  was  directed  toward  pointing  up  such  mistakes."   (You 
remember  when  he  was  chairman  of  the  Truman  Investigating 
Committee. ) 

Nathan:   I  do,  yes. 
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Grether:   "What  I  was  working  at  in  the  Senate  was  the  War  Powers  Act. 
I  was  particularly  interested  in  the  judge's  presentation." 
(By  that  he  meant  the  general  counsel  whose  presentation 
indicated  the  kind  of  legislation  we  had  prepared  for  use  in 
the  event  of  an  emergency . ) 

"We  must  work  towards  being  prepared  always,  but  we  must 
remember  that  at  all  times  we  are  a  peaceful  nation."  Then 
he  went  on  to  say,  "I  am  seeing  Madame  Chiang  [Kai-shek],  as 
I  think  you  know,  immediately.   I  think  the  judge  ought  to 
go  with  me."   [laughter] 

Nathan:   Oh,  lovely.   [telephone  interruption] 

Grether:   That  represented  a  good  example  of  Truman  humor  and  also,  if 
you've  read  his  memoirs  or  have  seen  the  movie,  Madame 
Chiang  was  not  one  of  his  favorites.   [laughter] 

Nathan:   The  thought  that  he  wanted  a  few  people  on  his  side  when  he 
met  her  was  delightful. 

Grether:   Yes,  it  was  really  quite  interesting.   One  interesting 

aspect  of  this  is  that  he  referred,  as  I  said,  to  one  he 
called  the  judge.   The  judge  was  Kenneth  Johnson,  who  was 
general  counsel,  whose  presentation  had  to  do  almost 
entirely  with  the  kind  of  legislation  we  had  prepared  for 
the  file,  and  apparently  the  President  reacted  very  well  to 
this. 


Nathan:   The  legislation  that  he  was  discussing  would  have 

implemented  some  of  the  things  that  you  were  pointing  out? 

Grether:   Yes.   If  you'd  like,  we  could  turn  to  it  just  a  minute  here. 

Nathan:   It  sounded  as  though  you  were  sketching  out  a  comprehensive 
control  program. 

Grether:   Oh,  yes.   And,  by  the  way,  these  were  merely  brief 

presentations;  behind  this  was  a  written  report  that  was 
prepared,  only  one  copy,  which  went  to  the  President.   This 
was  the  nature  of  the  operation.   [searching  through  files] 
I'll  get  it  here;  just  a  minute.   Here  we  go. 

Nathan:   Well,  you  had  price  controls,  rationing,  wage  controls,  and 
others. 
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Grether:  Of  course,  this  ran  through  the  entire  operation.  Johnson, 
for  instance,  referred  to  the  President's  work  with  this 
committee,  which  is  very  good,  of  course. 

Nathan:   Very  astute. 

Grether:  Very  astute.  Also,  it  put  him  on  an  easy  level.   Then  he 

went  on  down  and  discussed  the  draft  of  legislation- -what  we 
called  the  Emergency  Powers  Act- -and  so  on.  He  indicated 
how  we  departed  from  the  pattern  of  World  War  II  legislation 
in  three  ways .   This  is  the  thing  that  caught  the 
President's  attention  more  than  anything  else.   (By  the  way, 
Kenneth  Johnson  later  on  became,  curiously  enough,  the  dean 
of  the  School  of  Social  Welfare  at  Columbia  University; 
maybe  he  was  then  already.   That's  an  interesting  shift  for 
a  lawyer.)   He  said,  "Mr.  President  and  Gentlemen:   I  can 
assure  you,  sirs,  that  the  lawyers,  together  with  all  other 
members  of  the  staff  selected  by  Mr.  Hill,  hold  firm  in 
their  faith  in  freedom  under  law.   It  is  their  determined 
purpose  to  foster,  promote,  and  maintain  that  faith,  always 
keeping  fresh  in  their  minds  the  words  and  the  spirit  of 
Emerson's  great  hymn-- 

For  what  avail 
The  plow  or  sail 
Or  land  or  life 
If  freedom  fail? 

Apparently  this  communicated  very  beautifully  to  the 
President.   I  shouldn't  do  this,  perhaps,  but  I  discovered 
in  the  copy  attached  here  a  copy  of  the  memorandum  from 
Forrestal,  dated  December  12.   He  apparently  sent  a  copy  to 
me  and  to  Eberstadt,  who  was  not  able  to  attend  this.   It 
says : 


Dear  Eber:  I  think  you  would  have  been  gratified 
if  you  could  have  attended  the  presentation  that 
Arthur  Hill  and  his  group  made  to  the  President 
on  Friday  afternoon.   It  lasted  an  hour  and  a 
half,  and  he  gave  it  his  closest  attention  and 
manifested  a  deep  interest  in  every  one  of  the 
presentations,  among  which,  by  the  way, 
Dr.  Grether 's  and  Ken  Johnson's  were 
outstanding.  Gillmer  and  Felton  and  practically 
all  the  staff  are  remaining  on,  so  we  are 
assured  of  desirable  continuity. 
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So  Forrestal  still  had  a  very  definite  interest  here. 

But  it  wasn't  too  long  after  that,  however,  that 
Mr.  Hill  resigned  (in  fact,  that  must  have  been  in  the  plan 
already)  and  John  R.  Steelman,  who  had  been  a  special 
assistant  to  the  President  in  the  White  House,  became  acting 
chairman. 


Personnel  Changes  and  the  End  of  the  Nucleus  Concept 


Grether:   Then  I  have  in  my  collection  of  things  a  memorandum  based 

upon  a  meeting  (I  think  it's  December  28;  I  notice  I  was  not 
present)  at  which  the  whole  thing  was  discussed  by  the  staff 
again,  and  at  which  Mr.  Gillmer,  the  vice  chairman, 
definitely  announced  that  the  nucleus  concept  was  out,  which 
meant  that  they  would  be  merely  a  planning  and  advisory 
agency  and  all  this  nucleus  type  of  thinking  was  out  by  now. 
Also,  from  then  on  you  began  seeing  the  decline  of 
Forrestal 's  influence  on  what  you  may  call  the  Wall  Street 
financial  group.   Steelman  himself  had  been  working  in  the 
labor  field;  he'd  been,  for  example,  in  charge  of  labor 
relations  for  the  A  &  P  Company,  and  he  was  quite  a 
different  type  of  person. 

You  know,  my  impression,  for  what  it's  worth,  is  that  it 
was  neither  accidental  nor  undesirable  for  people  like 
Eberstadt  and  the  groups  of  that  sort  to  be  involved  in 
this,  because  they're  accustomed  to  think  in  global  terms. 
They  are  looking  at  resources  and  investment  of  resources 
and  the  use  of  resources,  and  they  had  exceptional 
background.   Also,  as  far  as  I  could  tell,  those  I  worked 
with  were  very  able  people,  very  devoted  people. 

Steelman  is  just  a  different  type  of  person.   Some 
people  think,  and  I  am  giving  no  judgment  on  this,  that 
Truman  liked  mediocrity.  But  he  certainly  began  replacing 
some  very  able  people  with  people  who,  in  my  judgment, 
didn't  have  quite  the  same  level  of  capacities.   In  the  case 
of  Steelman,  along  with  his  other  duties,  whatever  they 
were,  he  was  made  acting  chairman. 

I  found  myself,  for  example,  in  the  same  situation  I 
used  to  find  at  the  University  here,  too.   President  Sproul 
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always  had  so  many  people  reporting  to  him.   I  made  a  little 
statement  which,  if  the  Cal  Monthly  runs  it,  you'll  be 
interested  in,  because  I  pointed  out  that  this  was  no  doubt 
by  design,  partly,  and  he  had  such  enormous  capacity  that  he 
was  able  to  live  under  that.   But  it  would  put  him  in  touch 
with  too  many  people,  and  the  result  was  that  the  line 
waiting  to  get  to  him  was  often  a  very  long  line. 

How  do  you  operate  when  your  chairman  or  acting  chairman 
is  not  available  to  you?  In  my  usual  fashion,  as  I  used  to 
do  here  also,  I  kept  insisting  and  finally  got  an  interview 
with  Steelman.   It  was  forty-five  minutes,  and  when  we 
finished  he  said,  "Now  you've  had  more  time  than  my  wife  has 
had  in  the  last  two  years."   [laughter]   This  is  the 
Washington  scene.   The  people  who  live  this  life,  I  would 
judge,  maybe  like  it,  but  you  can  see  why  some  of  the  wives 
don't  like  it. 


Nathan:   Yes. 


Government  and  Economic  Controls 


Grether:   To  me  this  was  very  amusing.   In  terms  of  the  sorts  of 

things  that  you  heard  when  I  read  this  statement  made  at 
this  presentation,  it's  interesting  to  look  at  that  and 
think  about  what's  happened  since  then. 

Nathan:   We  still  have  the  Emergency  Powers  Acts,  don't  we? 

Grether:   Some  of  them,  yes.  At  that  time  we  still  had  some  World 

War  II  acts.   In  fact,  I  have  a  paper  here  I  read  before  the 
American  Economic  Association  at  the  meetings  in  December 
1948.   I  think  this  is  probably  why  I  was  not  at  that 
critical  meeting  where  it  was  announced  that  the  nucleus 
concept  was  out.  My  name  does  not  appear  on  the  list  of 
those  attending;  I  undoubtedly  was  reading  this  paper.  This 
is  called  "Preparedness  for  War  and  General  Economic 
Policy."  This  is  a  very  dull  paper  in  my  judgment  because 
this  is,  in  a  sense,  a  very  dull  subject.   But  it  had  a  very 
huge  audience  because  there's  a  very  active  interest  that  we 
might  be  moving  back  into  controls.   I  noticed,  looking 
through  it  here,  that  I've  raised  the  question  of  the  return 
of  comprehensive  economic  controls. 
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Also  I  have  with  me  a  typed  copy  of  an  address  I  made 
before  the  Commonwealth  Club  on  these  matters  when  I 
returned  in  February,  1949,  and  we  might  stop  just  a  minute 
to  think  about  this  one  heading  because  it's  so  important. 

As  you  look  at  this  whole  issue,  and  also  the  play  of 
things  since  then,  the  critical  point  in  terms  of  the  amount 
of  resources  that  are  devoted  to  the  civilian  economy  and 
then  to  defense  and  war  purposes  can  be  analyzed  in  terms  of 
at  what  point  you  have  to  put  in  economic  controls  by 
government.   In  other  words,  to  what  extent  can  the  market, 
under  its  normal  constraints,  be  expected  to  operate 
effectively? 


Nathan:   You  were  just  making  some  remarks  to  the  effect  that  the 

market  really  couldn't  adjust  easily  to  handle  these  intense 
pressures. 

Grether:   The  problem  is,  at  what  point  must  one  put  in  direct 

controls  in  order  to  take  care  of  the  diversion  of  resources 
to  defense  or  military  or  such  purposes,  in  contrast  with 
letting  the  market  do  it?  In  wartime  you  almost  immediately 
put  in  procedures  to  divert  resources  away  from  the  civilian 
economy.   As  I  pointed  out  in  my  comments  a  few  minutes  ago, 
in  World  War  II  it  was  possible  to  maintain  the  civilian 
economy  pretty  much,  but  if  war  had  come  in  1948,  this  would 
have  been  impossible.   There  would  have  to  have  been  very 
heavy  diversion,  and  that  means  replacing  the  market  by 
direct  government  action:   not  only  price  controls  and  all 
the  things  I  mentioned,  but  rationing  and  allocation 
procedures,  priority  systems.   In  other  words,  you  then  move 
from  our  normal  market  type  of  economy  into  one  operated 
directly  by  the  government  for  a  large  portion  of  economic 
activity. 

In  my  analysis  as  of  that  time  and  as  I  looked  at  the 
thing  since,  therefore  a  critical  area  or  zone  is  the  point 
at  which  it  seems  necessary  to  reimpose  controls --in  other 
words,  to  replace  the  market  in  order  to  move  resources,  or 
in  order  to  contain  inflationary  pressures. 

It  will  be  interesting  to  see  whether  you  agree  with  me 
or  not  on  this.   My  impression  is  that  what  happened  under 
President  Johnson,  and  to  some  extent  also  under  Nixon,  but 
especially  under  Johnson,  was  that  he  added  the  war  and 
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defense  expenditures  on  top  of  the  normal  expenditures,  but 
he  didn't  wish  to  admit  it  fully  and  clearly.   Some  of  this 
was  almost  on  a  blind  basis  so  far  as  the  public  was 
concerned.  Therefore  he  did  not  introduce  the  kind  of 
controls  that  would  have  been  desirable  to  meet  the  needs  of 
this  diversion  of  resources  and  the  inflationary  pressures 
that  began  building  into  the  economy.   These  forces  kept 
building  themselves  up. 

Then  you  may  recall  that  President  Nixon  for  a  period 
put  in  controls,  but  over  his  dead  body,  so  to  speak.   He 
didn't  like  this;  he  didn't  want  them.   But  undoubtedly  what 
had  happened  was  that  we'd  moved  past  this  strategic  point 
where  you've  either  got  to  choose  between  the  imposition  of 
controls  and  diversion  of  resources  with  direct  controls  by 
the  government,  or  permit  mounting  inflationary  pressures. 
They  got  to  be  out  of  hand,  not  only  in  this  country  but 
elsewhere;  it's  a  very  broad  problem  here. 

This  raises  a  very  basic  issue  which,  when  I  made  my 
report  to  the  Commonwealth  Club  when  I  came  home  in  February 
of  1949,  I  tried  to  raise,  I'm  not  sure  how  successfully. 
It  was  always  present  in  our  discussions  in  Washington.   The 
question  is,  is  it  good  planning  for  defense  and  war 
purposes  to  divert  too  much  from  the  civilian  sector 
(because  it's  so  important  to  have  a  strong  civilian  sector 
in  terms  of  industries  and  normal  facilities  and  so  on)? 
This  is  the  essence  of  a  democracy  and  the  way  it  operates 
in  contrast,  say,  with  the  USSR.   The  USSR  has  for  years 
diverted,  you  see,  from  the  civilian  sector;  they've  kept 
them  on  a  depressed  basis  while  they're  shifting  resources 
into  the  military  sector. 

I  think  the  view  that  most  people  like  myself  took- -I 
certainly  took  this  very  clearly- -is  that  it's  a  great 
mistake  in  peacetime  in  a  democracy  to  go  beyond  that 
sensitive  point  where  you  can  no  longer  avoid  direct 
governmental  controls,  because  you're  moving  now  at  the 
expense  of  the  civilian  sector.  My  guess  is  this  was 
happening  during  the  Johnson-Nixon  period,  and  that  this  was 
not  either  clearly  recognized  or  it  was  not  disclosed  on  a 
proper  basis. 

What  this  means --and  I'm  beginning  to  think  my  closing 
words  in  my  talk  before  the  Commonwealth  Club  were,  I'm 
afraid,  much  more  significant  than  I  thought  at  the  time, 
because  I  say  here,  "We  cannot  afford  to  transform  the 
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wartime  arsenal  of  democracy  into  a  peacetime  garrison 
state.   It  could  be  only  a  short  step  from  the  garrison 
state  to  the  police  state."   (Remember,  this  was  before  the 
Commonwealth  Club  in  February,  1949.) 

Looking  at  developments  since  then,  it  seems  to  me  that 
I  had  sensed  the  potentialities  here  very  clearly.   Then  I 
went  on  to  quote  from  Truman's  remarks  to  us  about  how  we 
are  a  peacetime  nation,  although  we  must  be  prepared  for 
wartime  eventuality;  but  we  are  a  peace-loving  people.   (I'm 
not  too  sure  that's  really  true,  if  you  look  at  American 
history.)   But,  in  any  event,  this  does  help  focus  some  of 
the  very  important  issues. 


Trimmine  the  NSRB 


Grether:   By  the  way,  it's  a  very  nice  question  as  to  what's  happened 
to  this  type  of  effort  since  then,  because  the  NSRB  was 
trimmed  down  by  Steelman.   Then,  a  little  later,  the 
President  tried  to  have  his  crony,  Mon  Wallgren,  appointed 
chairman  of  the  board.   He  was  turned  down  by  a  very  narrow 
vote  in  the  Senate,  according  to  the  press  reports  that  I 
have  in  my  file,  because,  allegedly,  it  was  not  felt  that 
being  a  pool -playing  companion  to  the  President  necessarily 
gave  him  qualifications  for  this  type  of  appointment. 

But  I  suspect- -and  I  haven't  had  time  to  look  into  this- 
-I  assume  that  what  really  happened  here  is  that  you  have  on 
paper  this  agency.   It  could  be  reestablished  if  someone 
felt  it  important  to  reestablish  it,  but  in  the  meantime  its 
responsibilities  have  been  parceled  out  and  have  been 
handled  in  a  variety  of  ways.   For  instance,  I  would  assume 
that  the  departments  absorbed  some  of  this;  it  was 
established  to  coordinate  the  departments  and  other 
agencies.   I  would  assume  also  that  the  CIA,  through  their 
information  gathering,  probably  do  a  great  deal  of  this.   I 
would  assume,  too,  that  the  Rand  Corporation- -agencies  like 
that  in  the  research  area- -have  been  doing  some  very 
imaginative  work  in  terms  of  problems.   I  know  for  a  while  I 
was  a  consultant  at  Johns  Hopkins  operations  research  unit, 
where  they  were  doing  work  of  this  sort. 

So  I  can't  give  you  the  full  picture,  but  I've  often 
wondered.   There  is,  so  far  as  I  know,  no  one  working  in  a 
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coordinated  manner  that  is  supposed  to  have  been  the  area  of 
responsibility  of  the  NSC  or  NSRB.  One  can  only  speculate. 
I  wouldn't  be  surprised  but  what  the  sort  of  thing  I  said  at 
the  end  of  my  Commonwealth  Club  speech  might  really  be  the 
position  of  President  Truman- -that,  after  all,  he's  a  man  of 
the  people,  and  that  he  began  to  have  doubts. 

Nathan:   Very  interesting. 

Grether:   It  could  well  be.  He  began  to  have  serious  doubts.  There's 
nothing  in  his  materials  that  I've  been  able  to  find,  and 
I've  talked  to  people  like  Tom  Blaisdell  [Professor 
Thomas  C.  Blaisdell,  Jr.],  who  was  active  there  then,  too, 
and  was  on  the  Truman  Library  board,  and  he  could  throw  no 
light  upon  this.   But  maybe  sometime,  if  I  ever  have  time 
and  want  to,  I  might  go  to  Independence  to  the  library  and 
see  if  I  could  find  some  materials  that  might  be  revealing 
on  this. 

Nathan:    I  wonder  if  you  would  care  to  give  your  view  on  what  is  a 
more  desirable  way  to  operate?  You're  suggesting,  I  think, 
that  different  think  tanks  and  various  centers  possibly 
connected  with  the  universities  and  other  research 
organizations  might  be  working  in  segments  of  this  area. 
How  would  you  compare  that  in,  let's  say,  acceptability  and 
effectiveness,  to  the  way  your  group  was  working  all  in 
Washington? 

Grether:   I  don't  think  a  group  of  this  sort  can  be  effective  unless 

it's  lodged  in  the  executive  offices  and  the  President  takes 
personal  responsibility  for  it.   The  Hoover  Commission,  by 
the  way,  recommended  this,  that  NSRB  be  lodged  definitely  in 
the  executive  offices  under  the  personal  responsibility  of 
the  President.   Again,  Eberstadt,  you  see,  was  chairman  of 
that  Hoover  Commission. 

Nathan:   Nice  connection. 

Grether:   Yes.   But  I  think  that's  literally  true.   Of  course,  you  see 
what  that  does:   it  again  enhances  the  power  of  the 
executive.   And  all  this  emergency  legislation  did  the  same 
thing.   Now,  in  recent  times  we're  beginning  to  see  the 
impact  of  some  of  this  in  relation  to  Congress.   One 
weakness,  I  think,  of  NSRB  as  I  saw  it  was  that  it  never  did 
really  set  up  what  I  would  call  the  proper  framework  through 
which  it  was  operating,  a  framework  that  was  agreed  upon  and 
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could  be  communicated  so  that  these  various  agencies  could 
fit  into  the  proper  pigeonholes. 

One  trouble,  of  course,  with  that  is  that  no  framework 
is  static.  Therefore  there  was  a  lot  to  be  said  of  the 
Eberstadt  view.  You  must  have  contact  with  the  current 
scene.   He  also  stressed  the  word  "continuing";  you  must 
have  continuing  planning  rather  than  something  put  in  the 
files  to  be  invoked.   I  think  this  appears  in  my 
Commonwealth  Club  statement.  I  took  the  view  here  that  it 
would  be  almost  impossible  in  our  country  if  there  were  no 
clouds  on  the  horizon- -in  other  words,  if  you  had  a  period 
of  peace  of  some  duration- -to  maintain  an  agency  of  this 
sort.   People  wouldn't  want  to  work  in  it;  who'd  want  to 
give  his  time? 

Yet  we've  never  been  in  such  a  world  since  then,  and  we 
still  are  not  into  a  period  of  peace  without  threats  of  war. 
Presumably  the  National  Security  Council  is  keeping  an  eye 
on  this,  and  presumably  somebody  is  doing  some  systematic 
work,  but  I  can't  be  sure  of  this;  nobody  can  be  sure  of 
this.   But  there  ought  to  be  some  central  body  of  people 
with  high  intelligence  who  have  access,  who  ought  to  have  a 
central  framework  in  mind  to  be  sure  that  there  is  available 
proper  information  and  the  basis  for  action  in  the  event  of 
emergency.   Because,  as  Eberstadt  stressed  in  his  report, 
the  chances  are  that  the  next  time  we  get  into  a  major  war, 
we'll  have  no  time;  we'll  be  the  target  (of  course,  everyone 
hopes  that  may  never  come)  and  you  wouldn't  have  this  two  or 
three  years  of  lead  time  that  we  had  in  World  War  II.   And 
of  course  Vietnam  built  up  slowly. 

I  forgot  to  mention,  of  course,  that  all  this  was  just 
preceding  Korea;  it  came  along  in  1950,  where  we  were  again 
able  to  have  guns  and  butter  both.   I  think  Vietnam  was 
getting  out  of  hand;  that's  my  view.   We  had  moved  beyond 
the  sensitive  area  of  the  proper  relationship  between  the 
civilian  sector  and  the  other  aspects  of  our  expenditure. 

I  think  I  forgot  when  I  was  talking  about  that  White 
House  presentation- -and  I  refreshed  my  mind  on  this --that  I 
was  sitting  at  the  end  of  the  room  with  the  people  from  the 
board,  where  I  could  see  the  play  of  the  things  around  the 
table.   Especially  I  was  sitting  where  I  could  see  the 
President  definitely,  very  clearly.   I  noticed  a  number  of 
things.   One  is  that  he  looked  very  tired,  and  his  face  was 
deeply  lined.   I  said,  at  least  in  my  notes,  that  the 
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campaign  must  have  taken  an  awful  lot  out  of  him- -that  is, 
when  he  went  out  to  the  people.  Don't  forget  this  is  now 
December.   In  addition,  the  kind  of  burdens  a  man  like  this 
carries  are  almost  unendurable,  and  when  he  laughed  he 
flushed  very  pink,  which  of  course  suggests  something,  too, 
in  terms  of  health  factors. 

I  had  this  picture  of  a  very  tired  man.   When  he  sat 
there,  he  was  squinting  at  these  charts.  This  I  was 
especially  interested  to  notice,  because  to  me  it  explained 
something,  and  that  is  that  he  was  always  a  miserable  reader 
of  papers;  you  may  recall  that.  When  he  was  barnstorming 
and  had  no  manuscript,  he  was  terrific.   I  think  the  reason 
for  the  first  is  that  he  has  a  real  eye  problem;  he  can't 
scan  even  a  whole  line.   This  showed  in  the  way  he  was 
watching  these  charts;  he  had  to  squint  and  lean  forward. 
Well,  this  appears  if  you've  read  these  materials  here;  he 
was  called  "four-eyes"  as  a  boy  because  of  the  heavy  glasses 
he  had  to  wear.   It  kept  him  from  going  into  normal 
athletics  and  also  kept  him  out  of  the  military  academy;  he 
had  applied,  but  his  eyesight  was  so  poor.   I  hadn't 
appreciated  this  until  I  could  watch  him  for  this  period. 


Family  Living  in  Washington 


Grether:  Another  aspect  of  this  whole  period  that,  if  you  wish,  we 
might  talk  about,  is  what  you  may  call  the  social  and  the 
family  aspects.   This  is  the  only  time  that  I  moved  the 
family  to  Washington.   I'd  been  in  and  out  of  Washington, 
like  everybody  else,  I  guess,  many  times. 

Nathan:   May  I  ask  how  old  the  children  were? 

Grether:   The  girls  were  in  the  early  twenties;  they'd  just  finished 

college,  one  of  them  here  at  the  University  at  Berkeley,  and 
the  other  up  at  the  University  of  Oregon.   They  wanted  to  go 
to  Washington.  The  boy  was  ten  years  old;  there's  quite  a 
gap  here . 

I  went  down  first  to  live  in  the  Cosmos  Club;  I'm  not  a 
member,  but  I've  several  times  used  the  Cosmos  Club  on  a 
guest  card  from  friends.   (That's  always  an  interesting 
experience  in  itself,  by  the  way.)   Then  we  rented  a 
furnished  house  out  in  Legation  Street,  out  towards  the 
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Grether: 


Chevy  Chase  area.   My  wife  drove  out  late  in  the  summer,  I 
guess  it  was,  or  early  September- -it  was  probably  late 
August—with  the  family,  and  we  settled  down  there.   I  think 
we  would  have  missed  a  lot  in  terms  of  the  development  of 
our  youngsters  and  the  family  experience  if  we  hadn't  had 
this  experience  of  living  in  Washington. 

So  far  as  the  girls  were  concerned,  it  was  especially 
interesting  because  they  became,  on  the  side,  volunteer 
workers  in  the  Democratic  headquarters ,  and  they  saw  this 
thing  unfold.  They  saw  the  gloom  and  depression;  everybody 
thought  that  Mr.  Truman  was  going  to  be  very  badly  whipped. 
Of  course,  you've  read  all  this;  that  is,  everybody  said  he 
didn't  have  a  chance,  and  that  the  Dewey-Warren  ticket  would 
win  by  a  landslide.   Everybody  believed  that  except 
Mr.  Truman  himself. 

In  terms  of  the  daughters,  the  evening  of  the  election 
they  went  down  to  the  headquarters  to  sort  of  be  there,  and 
they  called  up  their  mother  and  me,  and  they  said,  "It's 
been  very  gloomy  here ,  and  you  wanted  us  to  come  home  fairly 
early,  but  things  seem  to  be  picking  up  now."   So  they  asked 
if  they  could  stay  down  there,  and  as  I  recall  they  stayed 
all  night  [laughter]  because  the  news  started  churning. 
Then  they  said  the  press  and  other  people  began  coming  from 
the  Republican  headquarters  over  to  the  Democratic 
headquarters.   So  they  were  involved  in  this  very  unusual 
experience  of  seeing  this  shift  and  sharing  in  it. 

It's  almost  unbelievable,  if  you  read  the  stories,  that 
Mr.  Truman  slept  through  all  of  this  and  didn't  discover  it. 
I  know  that  during  the  early  morning  hours  we  had  a  radio  in 
our  room,  and  I  turned  it  on  and  I  heard  this  news,  just 
unbelievable  news,  that  the  election  had  turned  in  his 
favor.   I  shall  never  forget  his  return  to  Washington,  then, 
in  triumph,  so  to  speak. 

He  had  gone  home  to  Missouri,  is  that  right? 

Yes.   I  was  in  the  Brookings  Institution,  which  is  just 
across  Lafayette  Square;  some  friends  went  up  there  to  look 
down  on  the  scene.   Of  course,  Lafayette  Park  was  Just 
jammed  with  people.   One  amusing  thing  was  that  in  this 
tremendous  mass  of  humanity  I  saw  one  head  standing  up  like 
a  turkey  gobbler  down  in  this  mob  of  people,  and  it  was 
J.  Kenneth  Galbraith,  who  is  6 '8"  tall.   [laughter]   Anyway, 
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the  President  and  his  entourage  came  in  and  had,  of  course, 
a  very  warm  welcome  home.   It  was  a  very  fine  experience. 

As  far  as  social  life  is  concerned,  we  had  friends  in 
Washington  almost  immediately.   Edwin  G.  Nourse ,  who  was 
chairman  of  the  Council  of  Economic  Advisors,  had  a  dinner 
at  the  Chevy  Chase  Country  Club  where,  I  remember,  Jim  Webb 
and  his  wife  were  present.  Vebb  was  the  Director  of  the 
Budget,  and  this  was  a  nice  way  to  be  introduced  to  Vebb, 
because  I  had  to  work  closely  with  him  and  he  was  in  the 
same  building.  Much  of  our  work  had  to  do,  of  course,  with 
budgetary  problems . 

This  had  a  human  interest  aspect,  too.   Just  before  the 
election,  at  10  o'clock  one  evening,  our  doorbell  rang  out 
at  our  home,  and  here  was  Jim  Webb  and  Frank  Graham,  who  was 
President  of  the  University  of  North  Carolina.   (By  the  way, 
Graham  is  a  man  who  deserves  quite  a  story  of  his  own, 
because  he  was  a  very  unusual  man  with  a  tremendous  amount 
of  influence  around  the  world  as  well  as  in  his  home  base.) 
They  were  operating  on  the  assumption  that  the  election  was 
over  and  that  Vebb  would  be  replaced.   Graham  had  tried  to 
sell  Vebb  on  joining  the  staff  at  the  University  of  North 
Carolina  as  a  dean,  or  perhaps  some  other  post.   They  came 
out  to  talk  this  over  with  me,  because  from  my  experience  as 
dean,  I  think  Graham  was  hoping  that  between  10  and  11 
o'clock  at  night  on  a  Saturday  evening  I  would  sell  Vebb 
[laughter]  on  taking  this  type  of  appointment. 

Nathan:   Did  you? 

Grether:  Veil,  I  did  my  best,  yes.   I  think  he  would  have  been 

excellent.   In  fact,  I  think  it  would  have  been  better  than 
what  really  happened,  because  after  the  election,  when  the 
unexpected  occurred,  Vebb  was  sold  upon  becoming 
Undersecretary  of  State,  and  that  turned  out  not  to  have 
been  his  strength.   This  was  a  bad  experience  for  him.   Then 
eventually  he  became  the  first  head  of  NASA,  and  he 
performed  brilliantly  there.   Vebb  is  a  southerner,  very 
high-powered,  geared  high,  and  appropriate  for  Vashington. 
Very  hard-driving  and  just  ideal  for  taking  something  like 
NASA  off  the  ground  and  moving  it  forward,  and  he  did  a 
beautiful  job  in  that  capacity.  Apparently  he  was  not  so 
good  as  the  undersecretary  under  somebody  else.   This  is 
always  a  problem. 
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One  of  the  finest  things ,  of  course ,  was  renewing 
friendships  and  making  new  friendships  throughout  the 
Washington  scene .  Webb  is  a  very  good  example  of  the  sorts 
of  things  that  happened.  Nourse  I  mentioned  earlier. 
Actually,  of  course,  the  Council  of  Economic  Advisors  should 
have  had  an  even  more  active  role.  They  were  advising  the 
President  in  the  economic  area.  Nourse  and  I  were  good 
friends,  had  good  working  relationships;  there  were  no 
problems  here.   But  during  this  period  Nourse  was  having 
some  internal  problems  with  Keyserling  on  his  staff.   (I'll 
get  the  full  play  of  this  if  I  can  get  the  manuscript  from 
my  friend,  who  tells,  me,  by  the  way,  that  Keyserling  is 
cooperating.   Nourse  died  about  a  year  ago  at  the  age  of  91, 
but  Keyserling  is  cooperating  very  nicely  in  providing  his 
materials  and  his  views  of  the  situation.) 

There  was  a  definite  difference  of  opinion  between  the 
two  men,  and  Nourse  went  into  this  position  as  the  first 
chairman  of  the  first  Council  of  Economic  Advisors  (the 
National  Employment  Act  of  1946)  as  a  professional  economist 
with  his  usual  academic  standards  and  approaches.   He  felt 
his  job  was  to  give  the  President  competent  professional 
advice,  but  not  to  implement  it  himself  on  the  hill.   In 
other  words,  he  felt  there  was  a  difference  between  being  a 
professional  and  giving  advice,  and  becoming  active  in 
trying  to  get  support.   Keyserling  was  just  the  reverse;  he 
liked  to  be  active.   So  there  was  a  very  definite  difference 
of  opinion.   Eventually  Nourse  was  replaced  by  Keyserling. 

Nathan:   This  is  Leon  Keyserling? 

Grether:  Yes.   It'll  be  interesting  for  me  to  get  the  manuscript  from 
my  friend,  Joe  Knapp,  and  see  how  he  handles  this  very 
sensitive  set  of  personal  relationships.   Nourse  would 
occasionally,  so  to  speak,  cry  on  my  shoulder  and  indicate 
the  difficulties  he  was  having  on  his  staff.   You  see,  the 
council  was  composed  of  three  people:   there  was  Nourse, 
Keyserling,  and  John  D.  Clark,  who  had  come  from  the 
University  of  Nebraska  and  was  an  economist  also.   Rather  a 
mixed  group. 

In  fact,  Truman  says  in  his  Memoirs  here  that  he  had 
this  in  mind- -that  he  wanted  variety,  he  wanted  different 
points  of  view.   He  certainly  obtained  it  in  this  situation. 
But  it  was  very  pleasant--!  think  I  was  on  the  third  floor 
and  Nourse  was  on  the  second  floor- -to  be  in  a  position 
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where  we  could  see  each  other  quite  frequently,  and  to 
discover  some  aspects  of  the  problems  he  was  having  also. 

I  might  ask  whether  you  had  occasion  to  have  contact  with 
the  legislative  branch,  or  were  these  mostly  administrators? 


I  was  entirely  in  the  executive; 
executive . 


NSRB  is  entirely  in  the 


Right.   I  wondered  whether  you  saw  legislative  people 
socially  or  informally  in  any  other  connection? 

Oh,  I  probably  did,  and  I  can't  recall  that  too  well. 
Washington,  as  you  know,  is  a  beehive  of  cocktail  parties;  I 
would  be  invited  to  things.   I  can't  recall,  but  I'm  sure  I 
met  a  lot  of  people  in  the  legislative  side  of  the 
operation. 

Did  your  wife  enjoy  this? 

Oh,  she  had  a  great  time.   Oh,  yes.   From  the  standpoint  of 
all  of  us  as  a  family  unit,  we'd  have  missed  a  great  deal 
without  having  had  this  Washington  experience- -even  our  ten- 
year-old  son,  because  he  found  himself,  a  boy  from  the  West 
Coast,  in  a  Washington  public  school,  where  he  almost  had  to 
fight  his  way  to  establish  himself.   He  was  a  stranger,  you 
see. 

There's  one  funny  little  aspect  of  that.  He  did  very 
well.  His  school  put  on  a  radio  program  of  some  sort  which 
was  broadcast  over  Washington,  and  here  we  were  at  home 
listening  to  this,  including  his  sisters.   The  broadcast 
said,  "Do  you  have  any  brothers  or  sister?"   "Yes,  I  have 
two  sisters."  "Do  you  like  your  sisters?"   "No." 
[laughter]  Well,  you  should  never  ask  a  ten-year-old  boy, 
"Do  you  like  your  sister?"  That's  the  age  when- - 

Of  course  he  was  going  to  say,  "No." 

Sure.   [laughter]   I  can  still  see  the  girls'  faces. 

What  a  funny  little  episode. 

There  are  other  things,  speaking  of  the  lighter  side.   For 
example,  I  had  an  advisory  panel  (everybody  had  an  advisory 
panel) ,  a  line  of  consultants  that  I  was  using  in  my  work. 
One  of  them  was  brought  to  my  mind  just  recently  because  I 


369 


noticed,  coming  up  from  the  San  Diego  campus,  in  the  last 
issue  of  this  little  news  bulletin  that  they're  raising  a 
fund  in  honor  of  Seymour  Harris  who,  after  he  retired  at 
Harvard,  became  a  professor  on  our  San  Diego  campus. 

Seymour  Harris  was  probably  one  of  the  most  prolific 
writers  ever  in  the  field  of  economics,  although  Galbraith 
may  be  surpassing  him  now,  1  don't  know.   It  was  always 
alleged  at  Harvard,  where  he  was  chairman  and  professor  and 
so  on,  that  he  could  keep  five  secretaries  busy.   [laughter] 

The  Harvard  people  are  always  in  and  out  of  Washington 
as  consultants.   So  when  it  came  to  setting  up  a  panel  of 
consultants,  1  asked  Seymour  Harris  to  come  down  and  work  on 
something.   I'll  never  forget  two  aspects  of  this.  To 
prepare  the  way  for  him,  I  called  the  librarian  of  the 
board,  and  I  said,  "Could  you  send  up  all  of  Seymour 
Harris's  writings?"  I  can  still  hear  her  scream.   She  said, 
"You  don't  mean  it?"   [laughter]   So  I  had  to  be  more 
selective,  because  he  was  a  tremendously  prolific  writer. 
When  he  arrived,  he  asked  me  what  the  problem  was  (frankly, 
I've  forgotten  what  it  was  now- -something  technical  in  the 
orbit  of  our  work),  and  he  sat  down  and  began  writing; 
literally,  within  ten  minutes  he  was  writing.   To  me  it  was 
the  most  amazing  thing  I  ever  saw. 

Nathan:   Without  any  materials  or  references? 

Grether:   No,  he  just  started  writing.   This  was  one  reason,  of 

course,  that  he  was  so  prolific;  that  is,  he  had  enormous 
background  and  he  was  accustomed  to  writing. 

Nathan:   You  pressed  the  button,  and  out  came-- 

Grether:  That's  right.   I've  forgotten  completely  what  it  was  now, 

but  I'm  sure  it  was  very  helpful.  Also,  I  recall  one  time  I 
was  having  a  meeting  of  this  advisory  group,  and  Galbraith 
was  a  member  of  it  also.   I  saw  a  sheet  of  paper  going 
around  the  table  and  everybody  rather  snickered.   So  when  it 
came  around  to  where  I  was,  as  chairman,  I  noticed  it  was 
Galbraith' s  ten  principles  of  mobilization  planning. 
Galbraith  just  has  irrepressible  wit,  you  know;  that's  why 
his  books  sell  so  well.   I  wish  I'd  kept  the  sheet  of  paper, 
because  I  remember  only  two  of  them.   One  was  "Allow  the 
enemy  to  capture  the  Pentagon."   The  second  was,  "Put  Drew 
Pearson  in  charge  of  censorship."   [laughter] 
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Na  than :   Love ly . 

Grether:   I  don't  know  how  much  more  we  could  do  on  this,  whether  it 
would  be  helpful.   This  pretty  well  tells,  I  think,  some 
aspects  of  the  story.   What  I  can  do  is  think  about  this, 
and  then  perhaps  make  a  few  addenda  next  time ,  if  you  -   Id 
like  them.   Unless  you  have  some  questions. 


The  Element  of  Transiency 


Nathan:   I  did  have  just  a  word  about  a  meeting  at  the  Pentagon  with 
Nourse  and  Webb. 

Grether:   Oh,  yes.   I  recall  that  quite  vividly.   Remembering,  of 

course,  that  Forrestal  was  very  important  here.  As  I  recall 
it,  the  Pentagon  had  the  habit  of  bringing  in  leading 
civilians,  national  leaders,  into  discussions.   The  one  1 
recall  now  was  that  we  had  a  half  a  day  to  make  a 
presentation.   Nourse  had  time  to  present  things  from  the 
standpoint  of  the  Council  of  Economic  Advisors;  Jim  Webb 
presented  things  from  a  budgetary  standpoint;  and  then,  of 
course,  people  from  the  military  establishment  made 
presentations.   I  remember,  for  example,  I  think  General 
Gruenther  was  involved  (there  could  be  a  little  confusion 
between  Grether  and  Gruenther,  but  not  between  a  general  and 
a  civilian).   I  have  notes  on  this  somewhere,  I  think,  but  I 
recall  Nourse 's  and  Webb's  presentations  were  very  well 
received  because  they  were  in  terms  of  the  national 
budgetary  situation,  the  proportions  spent  for  various 
purposes,  and  raising  questions  about  how  much  we  could 
afford  to  divert  into  the  military  and  defense  sector  during 
a  period  when- -I  think  the  following  year  the  projection  was 
for  83  percent  of  the  federal  budget  to  be  in  that  sector. 

This  is  part  of  the  public  relations -educational  program 
of  the  Pentagon  that  I  thought  was  a  very  successful  series 
of  meetings.  As  I  recall  it,  they  had  seventy  so-called 
national  leaders,  business  executives,  and  people  of  high 
standing.   This  was  very  common  for  them  to  be  interacting 
in  this  manner. 

Nathan:   What  do  you  think  the  Pentagon  was  seeking  to  achieve  with 
these  meetings? 
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Grether:   I  would  think  probably,  in  an  overall  sense,  support  for 
themselves.  But  also  I  think  there  was  a  feeling  here,  a 
bona  fide  feeling  of  educating  people  to  the  nature  of  the 
situation.  1  thought  it  was  good  education.   I  thought  the 
presentations  were  excellent,  as  I  recall.   As  I  say,  I  have 
a  few  notes  on  both  Nourse  and  Webb  because  I  was  there  at 
the  same  time;  I  don't  know  as  I  sat  through  all  of  this. 
The  Pentagon,  of  course,  has  always  been  quite  aware  of  its 
public  relations  problems.   My  feeling  was  that  this  was  a 
very  good  program  they  had  going  under  the  auspices  of  the 
national  military  establishment. 

Nathan:   It  sounds  as  though  you,  in  addition  to  everything  else,  did 
have  some  opportunities  to  learn  and  get  information  for 
yourself. 

Grether:   Oh,  yes.   Well,  the  thing  I  really  can't  tell  you  about  for 
the  record,  because  it's  too  complex  and  I  don't  have  the 
records,  are  the  relationships  throughout  the  Washington 
scene,  like  at  the  Federal  Reserve  Board.   This  was  going  on 
all  the  time,  either  directly  through  myself,  or  through 
members  of  the  group  around  me.  We  had  a  staff,  of  course, 
of  able  people,  and  the  essence  of  our  approach,  you  see, 
was  to  work  in  relation  to  the  established  agencies.   Some 
of  us  set  up  special  projects  to  relate  to  what  our  needs 
were.   It  was  really  unfortunate  in  some  way  that  much  of 
this  probably  went  down  the  drain  in  due  course.   Sometime 
if  I  get  time  I'd  like  to  find  out  just  what  has  happened  to 
fill  the  vacuum. 

Speaking  of  vacuum,  this,  I  recall,  was  one  of 
Eberstadt's  words.   He  said  that  a  group  merely  working  and 
putting  things  in  the  files  is  operating  in  a  vacuum;  you've 
got  to  have  continuous  planning  and  have  it  related  to  the 
current  scene  in  order  to  get  the  right  people  and  have  them 
really  do  something  that  would  be  worth  doing.   But  that 
notion  definitely  was  given  up  at  the  end  of  December,  1948. 

Nathan:   Then  shortly  thereafter,  I  gather,  in  February  of  the  next 
year,  you  determined  that  you  had  done  all  you  wanted  to  do 
in  Washington? 

Grether:   Yes.   Also,  I  was  on  loan  from  the  University;  my  loan 

period  expired,  so  I  came  back  here.   But  it  was  clear  that 
that  excitement  was  gone. 
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Nathan: 

Grether: 

Nathan: 

Grether: 


Nathan: 


Grether: 


Your  description  of  this  concept  of  ongoing  planning  and 
being  in  touch  with  current  developments  is  a  very  useful 
principle  for  planning  of  all  kinds,  isn't  it? 

Sure. 

City  planning  and  anything  else? 

Yes.  But  there's  always  the  problem  of  how  you  relate  these 
two  levels- -what  you  may  call  the  two-level  strategy, 
programs,  plans,  visions,  goals --to  the  current  scene.   I 
think,  as  I  look  back  upon  it,  NSRfi  had  never  quite  worked 
out  the  top  level  adequately  in  terms  of  the  framework  that 
everybody  understood  and  could  operate  under.   Then  when  the 
relation  to  the  current  scene  was  removed  from  them,  there 
was  just  a  shell  left. 

It  was  probably  to  be  expected  that  it  would  tend  to 
disappear.   I  don't  know  the  exact  date  it  was  closed  down; 
I  understand  from  my  friends  there  that  Stuart  Symington 
came  in  finally  and  did  the  rough  work  of  getting  rid  of 
most  of  the  people.   Again,  he's  from  Missouri,  and  what  I 
was  told  by  my  friends  was  that  he  was  brutal.   You  had  a 
group  of  people  built  up,  and  then  they  were  one  day  called 
in  a  meeting,  most  of  them,  and  told  to  disappear. 

One  of  the  unnatural,  artificial  aspects  of  the 
operation  was  this  sense  that  this  could  happen  any  time. 
They  had  no  sense  of  security  themselves  in  what  they  were 
doing.   1  can  still  see  some  of  those  people  and  still  hear 
echoes  of  their  concerns. 


Do  they  go  back  into  a  pool? 
displaced  people. 


You  spoke  earlier  of  a  list  of 


That's  worth  thinking  about  for  just  a  minute.   Washington 
is  full  of  people  who  shift  between  agencies.   I  really  had 
in  mind  more  the  people  who  came  in  from  the  outside,  but  as 
far  as  the  staff  people  who  came  from  agencies,  they  would 
go  into  this  reservoir.   The  good  people  probably  don't  go 
into  the  reservoir;  they  find  them  some  other  assignment. 

For  instance,  I  had  one  man  working  with  me  named 
Haskell  P.  Wald.   At  the  meetings  of  the  Economics 
Association  in  San  Francisco  last  year,  I  was  over  there  and 
he  came  up.   We  were  glad  to  see  each  other.   He'd  been 
working  with  me;  a  very  able  young  man.   He  is  an  economist 
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for  the  Federal  Power  Commission.   Chances  are,  if  I 
followed  his  career,  he'd  moved  between  the  agencies.   This 
is  a  very  common  experience,  and  always,  if  they  can,  they 
move  up  the  scale .  There  is  a  certain  group  of 
professionals  who  shift  among  the  agencies,  often  to  their 
advantage,  in  Washington.  They  get  to  know  the  ropes. 

Just  by  way  of  contrast,  there  was  another  man,  a  very 
charming  and  able  fellow  named  G.  Griffith  Johnson.   He  was 
there  before  I  was.   He  was  a  Harvard  Ph.D.,  a  handsome, 
charming  fellow.  He  left  and  went  with  Eric  Johnson  to 
Hollywood.   I've  often  wondered  what  happened  to  him 
finally.  This  is  a  pattern,  too,  that  people  go  out  into 
the  private  sector.  The  people  who  interest  me  most  are  the 
private  sector  people  who  either  took  a  leave  from  their 
businesses  or  had  retired  and  had  come  into  the  Washington 
scene,  often  kind  of  starry-eyed. 

This,  by  the  way,  is  true  of  the  University,  too.   One 
of  my  problems  as  dean  was  to  know  when  a  retired 
businessman  or  someone  who  was  looking  to  retirement  would 
be  effective  on  the  faculty,  because  the  word  "starry-eyed" 
applies;  they  think,  "It  would  be  great  to  be  a  teacher." 
[laughter]   Once  they  try  it,  they  discover  how  difficult  it 
is.   But  occasionally  this  was  successful,  and  we'll  get 
into  the  discussions  of  that  process  later. 

Nathan:   I'd  like  to  hear  about  them. 

Grether:   There  were  a  few  successes,  but  one  has  to  be  very,  very 
careful  in  this,  and  that's  true  of  Washington,  too,  I 
think.   There  is  always  a  group  of  people  in  and  out.   There 
are  Harvard  professors,  like  Kissinger,  in  and  out  of 
Washington  all  the  time.   It's  unbelievable  to  see  this 
going  on.   This  is  true  for  some  of  the  other  eastern 
institutions;  some  of  them  will  maybe  take  a  berth  like 
Henry  Kissinger. 

This  is  true  to  some  extent,  of  course,  of  our 
University.   When  you  have  a  strong  faculty  situation,  there 
are  going  to  be  these  calls  for  public  service.   There's  a 
certain  type  of  faculty  member  that  thrives  especially  well 
if  he  seeks  out,  solicits  this  type  of  activity.   The 
Harvard  people  are  apparently  of  that  sort,  because  I  would 
judge  it's  part  of  the  pecking  order  of  Harvard- -the  extent 
of  one's  going  back  and  forth  to  Washington,  D.C.,  as  an 
advisor  or  a  consultant  or  whatnot. 
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Nathan:  You've  probably  heard  these  stories,  some  of  which  are  true, 
of  students  who  elect  to  study  with  eminent  faculty  members, 
and  everyone  is  off  on  leave . 

Grether:   I'll  nail  this  down.   Our  son,  you  know,  is  an  economist. 
When  he  was  thinking  where  to  go- -Harvard,  MIT,  Yale,  or 
whatnot- -he  finally  went  to  Stanford,  because  at  that  time 
Stanford  had  the  best  people  in  the  country  for  what  he 
wanted;  he  was  an  econometric  type,  and  Kenneth  Arrow  and 
Nerlove  were  both  there  then.   He  in  fact  became  a  protege 
of  Nerlove,  but  Nerlove  then  went  to  Yale  before  he  finished 
his  thesis,  so  Arrow  became  chairman  of  his  committee.   Then 
Arrow  went  to  Harvard.   Everybody  [laughter]  moved  along; 
Nerlove  went  to  Yale  and  Chicago,  and  is  now  at 
Northwestern.   This  happens  in  the  academic  world,  too; 
there's  a  certain  type  who  moves  around,  almost  always  to 
their  financial  advantage  because  they're  well  known  and 
have  tremendous  reputations  and  there's  good  bidding  for 
their  services. 

What  was  this  thing  I  was  saying  before? 

Nathan:   About  retirees- -the  starry-eyed  people  who  wanted  to  come  on 
campus,  and  then  about  the  students  who  look  for  the 
professors  they  want. 

Grether:  Oh,  yes.  Well,  during  this  period  of  my  son's  trying  to 
make  up  his  mind,  we  had  a  Harvard  professor  visiting  our 
faculty,  a  very  fine  man.   I  asked  him  to  have  lunch  with 
Dave.  We  had  lunch  together  so  he  could  tell  Dave  about 
Harvard.  One  of  the  things  he  said  was,  "Now  if  you  come  to 
Harvard  and  you  go  to  your  first  class  meeting,  you'll 
probably  find  a  statement,  'I'm  in  Washington  today,  but 
here's  your  reading  list'.   If  you  come  back  another  time, 
pretty  soon  you'll  find,  'I'm  in  Paris  today,  but  here's 
your  reading  list.'   You  have  lots  of  freedom."   [laughter] 

It's  literally  what  he  said.   It's  been  a  real  problem 
because  they  are  in  such  eager  demand  all  over  the  world  for 
advisory  consulting  activities.  Well,  Dave  went  to 
Stanford,  where  it  wasn't  quite  that  way,  although  actually, 
you  see,  one  of  the  men  he  went  there  to  work  with  was  not 
even  there  during  the  whole  period  he  was  there.   I've 
forgotten  who  it  was  now.   But  Arrow  and  Nerlove  were  there, 
at  least  part  of  the  time. 
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Notes  on  Comments  bv  Kelso.  Meyer,  and  Mountbatten 
[Interview  10:  November  21,  1975 ]## 


Nathan:   You  were  saying  that  you  had  been  reading  about  Louis  Kelso? 

Grether:  No,  I  found  a  story  in  the  Wall  Street  Journal  yesterday 

that  reminded  me  of  Kelso,  the  story  of  how  the  Shah  of  Iran 
is  going  to  require  all  major  corporations  to  offer 
49  percent  of  their  shares  to  the  workers.  This  reminded  me 
of  a  plan  that  Lou  Kelso  has  been  promoting  in  this  country, 
in  which  he  hopes  to  have  most  people,  especially  workers, 
have  ownership  in  stock  so  they'd  have  income  from  stock  but 
also  have  a  stake  in  the  system. 

Nathan:   Right.   Would  they  have  stock  in  the  company  in  which  they 
work,  or  is  that  not  necessarily  the  case? 

Grether:  To  some  extent,  but  not  necessarily.  That,  of  course,  is 
one  way  to  begin  it,  like  the  way  Levi  Strauss  made  their 
stock  available  to  their  employees  even  before  they  went 
public.   Lou  has  a  very  curious  background,  and  I  must  call 
him  and  see  if  he  had  some  involvement  here.   The  story  is 
something  as  follows.   I  think  it's  rather  an  extraordinary 
story. 

He  was  apparently  located  in  the  military  service  during 
the  war  down  in  Panama  and  didn't  have  much  to  do.   He  began 
reading  broadly  in  economics,  and  thinking.   Then  at  the  end 
of  the  war,  he  and  Mortimer  Adler  published  a  little  book 
called  The  Capitalist  Manifesto.   It  was  unveiled,  by  the 
way,  at  a  beautiful  dinner  over  at  the  Pacific  Union  Club, 
to  which  I  was  invited.   In  fact,  I  had  read  the  manuscript 
for  them.   Lou  has  been  following  up  on  this  ever  since. 
However,  he  is  a  very  successful  lawyer  with  a  law  firm  of 
his  own;  he's  not  a  crackpot,  although  he  hasn't  had  very 
much  support  among  academic  economists.   His  idea  is 
interesting:   that  he  would  like  to  have  broad  ownership  in 
this  system  on  the  part  of  almost  everybody,  especially  the 
workers,  so  that  they  feel  they  have  a  stake,  but  also  so 
that  they  get  income  from  the  capital  productivity  of  the 
company  as  well  as  their  own  wage  income. 

I  think  it's  interesting  to  put  this  into  the  record 
now.   I'd  like  to  call  Lou  sometime  and  see  whether 
perchance  he  or  someone  of  his  group  was  in  consultation 
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with  the  Shah,  because  he's  been  promoting  this  very  heavily 
for  a  number  of  years  now.  He  has  a  little  pamphlet  called 
The  Two  Factor  System,  which  I  have  with  me  here.   So  let's 
merely  make  note  that  we'd  like  to  follow  up  sometime  to  see 
just  what's  going  on. 

Nathan:  Sure.  That's  a  fascinating  idea.  I'm  surprised  in  a  way 
that  the  idea  has  not  received  more  enthusiastic  support. 
Perhaps  you're  not  surprised? 

Grether:  No,  I'm  not  surprised.  He's  spoken  over  here  to  our 

students  and  faculty.   On  the  whole,  I  think  people  are 
impressed  by  the  practical  difficulties  of  getting  broad 
ownership  and  holding  it  on  a  broad  basis.   Some  firms  have 
done  a  bit  of  this,  but  it's  an  extraordinarily  difficult 
problem  in  terms  of  the  practicalities.   But  the  Shah,  you 
see,  can  by  fiat,  so  to  speak,  order  this  sort  of  thing. 
It'll  be  interesting  to  see  whether,  even  so,  it's  a 
workable  scheme . 

Nathan:   Right.   I  think  you  had  also  mentioned  Lord  Mountbatten? 

Grether:   Since  we  taped  my  experience  in  the  Truman  administration,  I 
noticed  that  Lord  Mountbatten  came  to  San  Francisco  and  was 
interviewed,  and  he  made  a  comment  that  I  think  is  worth 
putting  in  as  a  follow-up  of  my  statement.   He  said,  "I  saw 
Truman  at  Potsdam  when  Winston  sent  me  around  to  see  him.   I 
was  surprised  by  his  forcefulness;  he  got  what  he  wanted  at 
Potsdam.   You  knew  he  was  the  President  and  not  a  sort  of  a 
shadow.   He  knew  his  stuff  in  the  most  extraordinary  way." 
This  to  me  is  a  very  interesting  comment,  because  it 
supports  what  I  was  saying  also,  and  what  appears  in  a  book 
by  Mee  on  the  Potsdam  Conference. 

Also,  if  you  don't  mind  a  minute,  before  we  move  on  to 
the  new  things,  in  our  discussion  [off  tape]  the  other  day 
about  the  Levi  Strauss  memoirs,  you  mentioned  that  Eugene 
Meyer,  I  think,  is  the  uncle  of  Mrs.  Haas  [Elise  Stern 
Haas],  is  that  right? 

Nathan:   That's  right. 

Grether:   I  would  like  to  put  on  the  record  something  I'd  like  to 

follow  up.   When  I  was  in  charge  of  economic  mobilization 
planning  in  the  Truman  administration,  Eugene  Meyer,  who  was 
then  the  publisher  of  the  Washington  Post,  invited  me  to 
lunch  and  had  some  very  strong  views  about  mobilization 


377 


planning.   I  have  not  been  able  to  find  my  notes  as  yet,  but 
I  hope  to  sometime.   I  think  it  would  be  interesting  to  put 
them  in  relationship  to  what  we  were  doing.  He  was  a  man  of 
very  broad  experience,  and  so  it  would  have  some  interest  so 
far  as  I'm  concerned. 

Nathan:   Yes,  I  hope  that  will  turn  up  in  all  your  wonderful  files. 

Grether:  Well,  I  have  so  much  material.  This  whole  process  of 

research  for  these  tapings  is  turning  up  things  that  I  had 
forgotten  about.  You've  seen  what's  round  here;  I've  even 
more  at  home.  [laughter]  I've  been  a  squirrel,  I'm  afraid. 

Nathan:   How  nice  that  it's  rediscovered. 

Grether:   It  is  a  rediscovery  time  and  again  to  turn  up  something  I'd 
forgotten  about  completely. 

Nathan:   Not  very  many  people  have  careers  so  packed  with  different 
interests  that  they  could  forget  some  of  them. 

Grether:   This  is  part  of  it,  I  think,  and  I  always  had  the  habit  of 

saving  and  keeping  the  files.   Of  course,  I  turned  some  over 
to  the  [University]  archives  already,  and  I  may  have  to 
search  those  again.   I  had  to  search  those,  you  recall,  for 
the  Central  Valley  taping.   This  may  happen  again  in  some 
other  cases. 

Nathan:   It's  good  to  have  them  safe  somewhere,  because  then  they  can 
be  used. 

Grether:   I  go  down  in  my  basement  quite  frequently  to  find  something 
of  current  interest,  to  get  the  background  on  it,  because 
I've  got  enormous  files  down  there  stashed  away,  as  well  as 
in  my  upstairs  study  at  home. 


Celler  Committee  (1952) 


Nathan:   Among  the  interesting  things  you  have  done  was  a  State 
Department  economic  mission  to  Sweden. 

Grether:   Before  we  do  that,  if  you  don't  mind,  I'd  like  to  pick  up  in 
chronological  sequence  this  study  of  monopoly  power  made  by 
the  Celler  Committee,  which  is  really  a  study  of  resale 
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price  maintenance.  The  Celler  committee- -Congressman 
Celler's.   I  had  mentioned  this  in  our  earlier  discussions 
of  my  researches  in  the  field  of  fair  trade.   But  this,  in 
terms  of  the  current  developments,  I  think  is  sufficiently 
interesting  to  put  into  the  record  and  finish  this  whole 
business. 

Congressman  Celler  had  called  me  by  phone  and  mentioned 
hearings  he  was  having  on  resale  price  maintenance,  and 
asked  if  I,  as  the  expert  in  this  field,  would  be  willing  to 
read  the  daily  transcripts,  be  the  final  witness  to 
interpret  all  of  the  materials  to  the  committee,  and  then 
allow  the  committee  to  quiz  me  as  to  my  interpretation. 
This  seemed  like  a  wonderful  opportunity  for  me  to  get 
access  to  some  materials,  and  also  it  was  quite  an  exciting 
thing.   So  we  agreed  upon  this  arrangement. 

Nathan:   Was  this  in  the  early  ;  fties? 

Grether:   Yes.   The  hearings  that  I  have  in  front  of  me  were  in 

February,  1952,  and  they  preceded  the  trip  to  Sweden;  I 
thought  we  might  put  them  in  here  now. 

This  was  worked  out.   Then,  for  some  reason  he  never 
explained,  the  hearings  were  shortened  by  three  weeks- - 
chopped  off  abruptly.   I  would  like  to  know  why.   So  I  never 
had  the  opportunity  of  appearing  before  the  committee  and 
making  this  interpretation.   But  I  did  send  in  a  paper  based 
upon  the  transcripts  I  had  seen  and  my  own  researches  in  the 
field,  and  this  appears  in  the  report  of  the  committee. 

I  don't  think  it's  necessary  to  ;o  through  this  in 
detail,  but  it  follows  my  normal  analysis.   I  give  the 
background  and  then  especially  stress  what  I  call  the 
longer-run  aspects,  because  most  of  the  material  tends  r  oe 
short-run,  the  people  who  have  specific  axes  to  grind  who 
want  to  get  results  in  the  short-run.  Most  of  my  work,  on 
the  contrary,  points  out  that  the  repercussions  over  time 
will  often  be  quite  disappointing  to  the  proponents;  that  in 
their  eagerness  to  get  certain  short -run  results  they  forget 
what  will  happen  over  time. 

For  instance,  my  last  two  sections  speak  just  of  the 
long-run  rationale  of  fair  trade  pricing.   1  think  I  can  say 
that  I  was  absolutely  right,  because  now  the  longer -run 
forces  have  showed  their  impact,  .nd  the  result  is  that  fair 
trade  is   ing  repealed.   It's   .  tty  well  getting  to  be  a 
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relatively  minor  force  in  this  country.   I  wanted  to  mention 
that. 

In  addition,  I'd  like  to  put  into  the  story  something 
I've  mentioned  before:  a  very  curious  aspect  which  reflects 
the  problems  that  scholars  have  when  they  do  research  in 
areas  where  the  stakes  are  high  in  terms  of  economic 
consequences.   I'd  hardly  worked  out  this  arrangement  with 
the  congressman  when  this  began  to  happen:   A  committee  from 
the  local  drug  and  pharmaceutical  industry  came  to  see  me. 
(You  may  recall ,  when  we  talked  about  my  experience  in 
Washington,  I  was  also  asked  to  meet  with  a  committee  in 
terms  of  protecting  fair  trade  in  our  mobilization  planning 
programs.)  This  committee  said,  "We  hear  you're  going  to 
Washington."  How  did  they  know  about  this?  They  never  told 
me.   So  they  tried  to  give  me  their  views;  they  gave  me 
their  views  as  to  fair  trade  as  they  saw  it  so  I'd  be  sure 
to  be  informed. 

About  the  same  time,  a  lawyer  who  represented  a  cut-rate 
drug  company  called  me.   He  said,  "I  hear  you're  going  to 
Washington  to  appear  as  a  witness  in  these  hearings .   We 
would  be  pleased  to  pay  your  expenses  on  your  trip  to 
Washington."   I  replied,  "If  I  go  to  Washington,  I  will  pay 
my  own  expenses,  thank  you."   I  could  hear  dead  silence  for 
a  moment,  and  then  he  said,  "How  noble  of  you."   [laughter] 
It  greatly  surprised  him  that  I  would  take  this  view. 

But  most  interesting—and  this  I  still  don't  quite 
under stand- -the  leading  attorney  in  the  drug  and 
pharmaceutical  and  food  industry  as  of  that  time  was  a  man 
named  Charles  Wesley  Dunn.   I  had  met  him;  I've  forgotten 
where  now,  but  I  had  met  him  a  time  or  two.   He  came  to  San 
Francisco,  and  a  breakfast  meeting  was  arranged  for  people 
in  especially  the  food  industry  to  discuss  some  of  the 
problems  there.   (I  noticed  this  in  the  press,  by  the  way.) 

Then  I  received  a  telephone  call  asking  me  to  come  to 
this  breakfast,  which  I  was  glad  to  do,  because  this  was 
during  the  period  when  I  was  dean  and  I  did  a  great  deal  of 
this  sort  of  thing.   When  I  got  to  the  breakfast,  I  found 
myself  sitting  at  the  right  hand  of  Mr.  Dunn  at  the  table. 
This  put  up  a  little  bit  of  a  flag,  because  there  was  no 
particular  reason  why  I  should  be  having  this  place.   As  we 
were  having  our  breakfast,  he  turned  to  me  and  said,  "I  hear 
you're  going  to  Washington."  This  took  me  completely  by 
surprise.   Then  he  said,  "Would  it  be  possible  for  you  to 
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come  past  my  office  in  New  York  on  the  way  to  Washington  so 
we  could  have  some  conversation?"  I  replied,  "I'll  be  glad 
to  come  past  your  office  on  the  way  home ,  but  not  before  I 
go."  Perhaps  that  was  the  wrong  reply,  but  that's  the  way  I 
felt  about  it. 

This,  therefore,  explains  my  introductory  statement, 
which  I'd  like  to  read,  when  I  sent  this  to  the  hearings: 

"In  making  this  statement,  I  wish  to  make  it  clear  that 
I  speak  for  myself  only.   I  am  not  affiliated  with  any 
business  group  or  enterprise.   Furthermore,  this  statement 
has  not  been  read  by  anyone  else  at  the  University  of 
California.   This  is  not  an  official  document  of  the 
University.   It  is  merely  a  statement  of  my  own  views,  for 
which  I  take  complete  personal  responsibility." 

I  learned,  by  the  way,  over  the  years  that  one  can 
undertake  research  and  publish  research  results  on 
controversial  issues  quite  successfully,  but  one  must  be 
very  careful  to  remain  free  from  entanglements  and  try  to 
document  and  to  write  (as  I  think  I  put  this  on  the  record 
earlier)  in  a  relatively  objective  manner,  and  this  is 
another  good  example.   I  turned  one  up  in  the  files  recently 
that  I'd  forgotten  about;  in  fact,  I  found  the  thing  lying 
on  the  floor  after  I'd  taken  some  things  off  the  shelves 
here. 

In  1930  I  published  a  paper  in  the  Harvard  Business 
Review,  dealing  with  trends  in  the  wholesale  grocery  trade 
in  San  Francisco.   This  was  a  period  of  very  high  feeling  in 
the  trade- -a  lot  of  activity,  especially  against  the  chain 
stores.  My  final  sentence  was  something  as  follows:   "The 
future  seems  to  have  little  in  store  for  the  small  grocer 
who  remains  separate  from  an  affiliation."  Looking  back 
upon  it,  I  could  not  have  been  more  right.   The  University 
of  California  Information  Office,  which  likes  to  publicize 
the  research  of  faculty,  wrote  a  little  story. 
Unfortunately,  when  it  was  picked  up  by  the  press  around  the 
country  they  gave  the  headline,  "Small  Grocer  Doomed  Says  UC 
Savant . " 

It's  amazing,  looking  back  upon  it,  the  reaction  to 
something  like  this.   Grocers  associations  around  the 
country  passed  resolutions  against  me-- 
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Nathan:   Not  that  you  were  advocating  it,  but  you  simply  thought  that 
this  was  going  to  happen? 

Grether:  Well,  the  headlines,  you  see  —  they  didn't  read  the  rest  of 
it.   "Small  Grocer  Doomed--."  So  they  were  very  upset  about 
this,  including  the  California  Retail  Grocers  Association. 
I  had  to  spend  some  time  pointing  out  what  the  full 
statement  really  was. 

The  joke  about  the  California  thing  was  that  the 
secretary  of  the  association  had  been  the  organizer  of  the 
San  Francisco  Grocers  Association,  a  pioneering  group  with 
affiliated  members.   They  were  here  before  the  chain  stores, 
even.   In  fact,  they  taught  the  chain  stores  something  about 
group  merchandising.   (This  will  appear,  by  the  way,  if  we 
finish  what  I  have  in  front  of  me  here  this  morning,  because 
you'll  find  that  the  same  thing  happened  to  me  in  my  work  in 
the  antitrust  field.)  The  Wall  Street  Journal  (as  I'll 
point  out  later)  ran  a  major  story,  based  upon  a  leak,  on  a 
report  that  I  made  in  Washington,  in  which  the  headlines 
biased  the  results,  and  it  caused  a  great  deal  of  trouble 
for  me . 

So  much,  I  think,  for  the  Celler  committee  and  the  fair 
trade  thing.  Now,  if  you  wish,  we  can  talk  about  this  trip 
to  Sweden. 

Nathan:   Fine.   Just  perhaps  one  more  question  about  this  interesting 
association  with  the  Celler  Committee:   Did  any  legislation 
emerge  from  the  committee? 

Grether:   No,  really  nothing  much  happened  there.   This  is  a  very 

curious  thing,  what  was  going  on  behind  the  scenes  in  all  of 
this. 

Nathan:   Yes,  very  interesting. 

By  all  means,  let's  go  on  to  Sweden. 
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XV  STATE  DEPARTMENT  MISSION  TO  SWEDEN  (1953) 


Grether:   Sometime  in  the  end  of  '52  or  early  in  '53,  I  had  a  contact 
from  the  State  Department  in  Washington,  D.C.,  suggesting 
what  was  called  a  goodwill  educational  mission  to  Sweden. 
This  turned  out  to  be  one  of  the  most  interesting 
enterprises  or  adventures  of  our  entire  career--!  say  "our" 
because  my  wife  and  son  (who  was  then  about  fourteen- and- a- 
half  years  old)  accompanied  me.   The  Swedes  are  very 
gracious;  they  took  us  all  in,  and  we  traveled  together.   It 
was  a  wonderful  experience  for  all  of  us. 

This  was  such  an  effective  affair,  chiefly  because  I  was 
put  in  the  hands  of  a  former  student,  Folke  Kristensson,  who 
was  on  the  faculty  of  the  Stockholm  School  of  Economics. 
He,  of  course,  was  a  Swede.  He  was  active  in  the  government 
of  Stockholm  and  was  very  well  known.   It  was  his  role  to 
make  the  arrangements  for  speeches  or  plant  visitations  or 
meetings  with  groups  and  so  on.   He  did  a  superb  job.   He 
and  his  wife,  Britta,  have  been  in  Berkeley  a  number  of 
times.   He'd  been  one  of  my  students  in  the  1930s,  so  I  was 
very  fortunate  that  the  whole  thing  was  handled  by  a  friend 
who  understood  us  and  who  made  every  effort  to  make  the 
entire  visit  worthwhile. 


Education  and  Goodwill 


Nathan:  Vould  you,  either  now  or  later,  care  to  say  something  about 
the  purpose  of  the  visit  officially  and  what  you  personally 
hoped  to  gain  out  of  it? 
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Grether:  On  the  way  to  Sweden  we  stopped  in  Washington  for  some 

instructions.   I  haven't  been  able  to  find  notes  on  that 
yet,  but  the  purpose  was  entirely  educational  and  for 
goodwill  and  to  get  a  very  broad  acquaintanceship  around 
Sweden.   Apparently  at  that  time  the  State  Department  wished 
to  improve  its  relationships.   Eric  Bellquist,  by  the  way, 
had  been  there  before  this. 

There  was  a  great  deal  of  activity  in  this  country  also 
on  the  part  of  the  Swedes  in  the  other  direction,  trying  to 
inform  Americans  about  developments  in  Sweden.   There  was  a 
great  deal  of  movement  between  the  Berkeley  Campus  and 
Sweden- -was  then  and  still  continues.   There  were  very  good 
relationships.   As  far  as  I  can  tell,  this  was  entirely  a 
bona  fide  effort  to  improve  relationships  by  having  a 
professor  who  had  some  contact,  and  had  a  story  to  tell. 

We  first  went  to  Washington  where,  as  I  say,  I  was  given 
some  instructions,  and  on  the  way  back  1  stopped  in 
Washington  also  to  give  an  oral  report  on  what  occurred 
there.  We  sailed  first  for  England  on  April  1st,  and  had  an 
amusing  little  aspect  as  our  tickets  were  being  checked.   We 
were  on  the  Mauritania,  the  Cunard  Line.   Whoever  was  doing 
this  said  to  me,  "Your  tickets  are  in  order,  your  son's 
tickets  I  think  are  in  order,  but  your  wife's  aren't.   So 
she  won't  be  able  to  go  with  you."  Whereupon  I  became 
furious,  and  he  said,  "April  Fool."   [laughter].   We 
remember  that  vividly. 

Nathan:   Some  things  just  are  not  funny. 

Grether:   And  for  an  Englishman  to  have  this  sense  of  humor 
[laughter] - -this  was  quite  surprising. 

Anyway,  on  the  way  to  Sweden  we  stopped  in  England. 
Then  we  flew  from  England  to  Sweden.   I  won't  worry  about 
the  English  part  of  it  just  now.   We  were  met  at  the  airport 
in  Sweden,  and  from  then  on  it  was  a  tremendous  experience. 
I  recall  that  almost  immediately  1  went  to  see  the  American 
ambassador,  Butterworth,  and  found  him  a  very  pleasant, 
genial  person.  My  wife  would  write  letters  back  to  our 
daughters  (I  found  some  of  these)  telling  something  about 
the  trip.   I  note  in  those  letters  that  she  said  that  the 
ambassador  said,  "We'll  be  seeing  each  other  again,"  and 
this  did  occur.   I  think  the  last  time  was  at  the  speech  he 
gave  before  the  American  Club  in  Stockholm,  which  is  a  club 
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attended  by  leading  industrialists  and  Americans  and 
government  officials. 

It  was  clear  that  there  was  an  organized  effort  to  try 
to  develop  goodwill  as  between  this  country  and  Sweden,  and 
the  Swedes  were  very  interested.   Now,  this  was  such  an 
active  period  that  it  would  take  a  long  time  to  give  the 
whole  record.  What  I  did  was  to  make  talks  to 
undergraduates  and  graduate  students  and  faculty  in  the 
Stockholm  School  of  Economics.   The  base  was  the  Stockholm 
School  of  Economics  (which  should  be  translated  "the  School 
of  Business"  in  this  country,  but  in  Europe  they  tend  to  use 
the  term  "economics").   Then  from  this  base  we--I  say  "we" 
because  almost  always  Carrie  and  David  would  go  with  me-- 
would  make  forays  out  into  Sweden. 

For  instance,  we  attended  the  Management  Training 
Institute  of  the  Employers  of  Ixtaholm,  a  beautiful  center 
of  adult  educational  training  in  the  area  of  management.   We 
similarly  went  to  a  labor  center.   We  visited  plants;  I 
recall  a  steel  plant,  for  example.   We  went  out  to  the 
forest  industries  also.   It  was  quite  an  experience  to  see 
the  managed  forests  in  Sweden  in  contrast  with  the  state  of 
our  forests  in  this  country.   We  visited  the  Kiruna  iron 
mines  in  Northern  Sweden.   Sweden  has  this  enormous  iron  ore 
mine,  and  during  the  war  this  was  a  problem  because,  I 
guess,  they  continued  to  supply  the  Germans;  they  maintained 
their  neutrality,  so  to  speak,  but  they  were  under  pressure. 
This  was  an  item  of  some  interest  also. 

In  these  visits  there  was  always  an  exchange  of  ideas 
and  amenities.   But  I  found  one  type  of  analysis  seemed  to 
be  more  desired  than  almost  any  other,  and  that  is  a 
comparison  between  the  economies  of  Sweden  and  of  California 
and  the  West.   There's  a  curious  coincidence  here  that  I've 
often  used  over  the  years . 


Land  Mass  and  Population 


Grether:   It  so  happens  that  the  Swedish  land  mass  is  about  the  same 
as  the  California  land  mass,  and  that  of  Montana  and  of 
Japan,  in  terms  of  square  miles.   So  when  I  discovered  this, 
I  often  over  the  years  have  made  contrasts  between  the 
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number  of  people  crowded  upon  these  land  masses  and  t   .iomic 
developments . 

Also  there  was  a  time  when  California's  population  and 
Sweden's  were  identical --seven  million.   But  that's  long 
since  past;  that  is,  Sweden  has  tended  to  have  a  relatively 
stable  population- -very,  very  small  growth- -whereas  we've 
been  a  rapidly  growing  area.   Montana  has  had  a  relatively 
slow  population  growth,  still  below  a  million  people.   So 
you  can  contrast  Montana,  California,  Sweden,  for  example, 
and  Japan  as  contrasting  types  of  economic  developments. 
This  seemed  to  be  of  very  great  interest  in  terms  of  types 
of  problems  and  so  on. 


Questions  About  Free  Speech 


Grether:   As  of  that  time  also,  I  recall,  there  was  a  very  high 

interest  concerning  the  whole  [Senator  Joseph]  McCarthy 
episode.   It  was  going  on,  and  the  Swedes  could  not 
understand  why  we  allowed  McCarthy  to  speak  as  he  did.   They 
said,  "He's  doing  more  to  hurt  the  image  and  relationships 
of  the  United  States  than  anything  that's  happened  in  years 
in  the  United  States,  and  he's  even  more  important  than  the 
President"  (Eisenhower,  at  that  time),   "why  don't  you  do 
something  about  him?"   I  recall  especially  a  dinner  meeting 
with  a  labor  leader  and  his  wife  where  this  came  up.   My 
reply  was,  "We  believe  in  free  speech.   Suppose  we  do  find 
means  to  squash  McCarthy?  This  would  violate  our  basic 
tenet  of  free  speech."  It's  a  very  difficult  t  Ing,  of 
course,  to  face  up  to  him,  and  this  is  literal   true;  it's 
one  of  the  risks  one  takes. 

This  happened  in  another  context,  by  the  way,  on  our 
trip  to  Indonesia  in  1961.  We  were  meeting  with  alumni  in 
Singapore.  Many  of  them  were  Chinese,  and  very  prosperous 
Chinese.   This  was  the  Bay  of  Pigs  [Cuban  missile  crisis] 
period.   At  that  time  President  Kennedy  was  worried  about 
the  press- -whether  they  would  cooperate  and  keep  certain 
things  out  of  the  press  that  he  felt  would  be  harmful.  This 
got  into  a  discussion  down  there,  and  I  remember  how  shocked 
I  was,  in  a  sense,  when  these  alumni  of  the  University  of 
California  living  in  Asia  said,  "A  country  can't  survive  and 
have  this  kind  of  free  speech."  They  were  very  frank  about 
it.  When  you  see,  of  course,  what's  happened  around  the 
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world,  it  does  raise  questions,  especially  looking  at  it 
from  the  point  of  view  of  the  Chinese,  who  have  gone  through 
the  revolutions  where  they  did  develop  a  great  repressive 
force  in  taking  a  society  over.   Well,  that's  just  by  way  of 
one  interesting  aspect  of  the  visit  there. 


Stvle:   Academic  and  Social 


Grether:  Most  important,  of  course,  were  my  relations  at  the 

Stockholm  School  and  at  other  universities.   For  example,  we 
had  a  very  pleasant  visit  down  to  Gothenberg  (as  we  say;  the 
Swedes  say  Goteborg) .   There  was  a  professor  there  named 
Trolle,  who'd  been  to  Berkeley;  he  entertained  us  very 
royally,  and  we  met  with  the  faculty.   There  I  also 
participated  in  a  Ph.D.  examination. 

Nathan:   How  did  it  compare  with  ours? 

Grether:   It's  just  unbelievably  different.   The  examiners  and  the 
candidate  are  in  tails,  very  formal.   The  poor  candidate, 
after  having  been  examined  in  this  very  formal  manner,  then 
is  host  for  a  lovely  dinner.   I  think  there  must  have  been 
fifty  people  at  that  dinner;  he  had  to  pay  for  that, 
[laughter] 

Nathan:   Assuming  that  he  passed,  of  course. 

Grether:   Oh,  he  wouldn't  know  that  as  yet;  the  verdict  hadn't  come 
in.   Also,  they  plan  carefully.   For  instance,  the  chief 
examiner  takes  it  very  seriously;  in  fact,  one  wonders  who 
is  being  examined,  the  chief  examiner  or  the  candidate, 
because  it's  such  an  important  occasion  that  the  chief 
examiner  worries  a  great  deal  about  the  quality  of  the 
examination  as  the  lead-off  examiner.   It's  an  amazingly 
different  situation,  in  contrast  to  the  informality  here. 
We're  getting  more  and  more  informal,  of  course,  in  this 
country.   When  I  was  a  Ph.D.  candidate,  the  final 
examination  was  an  open  public  affair;  anybody  could  come  to 
it.   It  was  quite  formal.   Now,  for  the  most  part, 
departments  don't  even  have  final  examinations. 

Nathan:   Would  this  be  like  a  dissertation  defense,  or  is  this  a 
separate  event? 
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Grether: 


Nathan: 


Grether: 


The  original  one  was  a  dissertation  defense;  that  was 
public --in  Berkeley,  that  is.  No,  this  was  the  final 
examination  on  the  dissertation,  and  the  examiners  read  it 
very  carefully  and  look  for  problems.  They  take  great 
pleasure  in  finding  weaknesses.   It's  almost  an  examination 
of  the  examiner,  because  he  wants  to  be  sure  he's  making  a 
record  for  himself  as  well  as  a  review  of  the  candidate. 

We  discovered  the  Swedes  have  this  delightful 
combination  of  formality  and  informality.   As  a  people, 
they're  quite  informal,  but  they're  very  stiff  and  formal  in 
their  social  life.  When  you're  invited  to  a  dinner  at 
seven,  you  get  there  at  seven.   We  noticed  that  they'll  all 
line  up  outside  the  door  to  be  sure  that  at  7  o'clock  the 
person  nearest  to  the  button  rings  the  bell;  they  all  come 
in  at  7  o'clock.   (At  least  this  was  so  in  1953;  they  may 
have  changed  since  then.) 


Was  the  service  formal? 
served? 


Was  it  buffet  style,  or  were  you 


It  varied.   We  noticed  that  because  of  the  shortages  of 
services,  when  you're  in  a  faculty  home,  often  the  poor 
woman  worked  very  hard  herself  helping  to  prepare  this;  but 
if  you  were  in  an  upper  income  group  they  would  have 
assistants,  and  it  would  be  served  relatively  formally.   But 
if  you  were  at,  say,  an  ordinary  faculty  level,  they 
wouldn't  be  able  to  get,  or  couldn't  afford,  this  type  of 
service.   In  any  event,  it  was  always  formal,  and  we  soon 
learned;  I'd  been  warned  about  this,  but  I  had  to  learn  it 
the  hard  way.   The  host  always  begins  early  in  the  meal  by  a 
formal  speech  of  welcome,  in  which  he  says  nice  things  about 
you.   Then  I  learned  that  if  you  sit  at  the  left  of  the 
hostess,  you  have  to  reply  later  on.   I ,  of  course,  would  be 
sitting  left  of  the  hostess.   [laughter] 

Nathan:    So  you  had  to  worry. 

Grether:   All  during  the  meal.   I  well  recall  the  first  time  this 

happened.   Kris  tens son  was  there;  he'd  warned  me  about  it. 
When  it  came  my  time,  I  made  some  remarks.   Later  on  he 
said,  "Greth,  you  didn't  do  very  well.   That  was  only  a 
C-."   [laughter]  This  is  of  the  essence,  to  say  the  right 
thing,  you  see;  and  I  hadn't  been  through  enough  of  these. 
Eventually  I  learned. 

Nathan:   What  kinds  of  things,  then,  would  make  the  right  response? 
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Grether:  Oh,  you'd  compliment  them  upon  the  dinner,  upon  the  company, 
and  so  on  and  so  on,  and  upon  your  pleasure  being  there,  and 
the  guests.   There  are  various  levels.   Kristensson,  who  was 
a  very  witty  fellow,  put  on  just  for  our  benefit,  a  time  or 
two,  what  he  called  the  tycoon  type  of  presentation,  where 
the  wealthy  industrialist  would  demean  himself  at  the 
beginning,  in  contrast  with  the  guests.   [laughter]  Ve  saw 
this. 

For  instance,  among  the  many  things,  we  were  guests  at 
the  home  of  an  industrialist  in  the  Gothenberg  area.   (By 
the  way,  he's  like  Levi  Strauss;  he's  a  pants  manufacturer-- 
clothing  manufacturer.   They  might  know  each  other.)   It  was 
a  lovely  evening,  but  you  had  this  same  sort  of  thing.   We 
recall  it  very  well.   He  had  a  beautiful  blond  wife.   (Of 
course,  the  Swedes  tend  to  be  blond.)  Ue  recall  one  of  the 
stories.   I  think  it  was  about  another  industrialist  who  was 
a  man  in  his  eighties  who  loved  to  drive  rapidly,  but  he  was 
not  allowed  to  drive  any  more.   He  had  big  cars- -American 
cars- -and  he  always  wanted  to  go  up  in  the  eighties  and 
ninety  miles  per  hour.  The  Swedes  are  very  careful  about 
this.   They  told  us  how  he'd  been  out  with  his  driver  and  he 
wanted  him  to  speed  up,  and  the  driver  said,  "Look,  I'm 
going  beyond  the  speed  limit  right  now."  The  industrialist 
said,  "What  do  you  think  you're  driving—a  perambulator?" 
[laughter] 

By  way  of  digression,  what  the  Swedes  do  is  this:   if 
you've  had  any  alcohol  at  all,  you're  not  supposed  to  drive, 
and  the  poor  women  get  the  benefit  of  this.   So  if  they  go 
out  socially,  they  tell  their  wives  not  to  drink  so  they  can 
drive  home.  They  do  enjoy  their  libations.   If  you're 
picked  up  driving  after  having  had  alcohol,  you  are  put  at 
road  work,  so  the  men  are  very  careful  about  this. 

Nathan:   At  the  dinner  table,  did  you  find  that  people  wanted  to  talk 
shop,  or  did  they  talk  about  art,  music,  theater? 

Grether:   Oh,  almost  everything.   But,  of  course,  they  would  talk 
America  to  us  often;  McCarthy  was  a  favorite  topic. 

Nathan:    I  see.   So  it  was  politics,  partly. 

Grether:   Yes,  yes.   The  Swedes  have  a  very  active  interest  in 

politics  and,  like  most  Europeans,  are  well-informed  about 
this  country;  that  is,  they  have  a  good  news  service  and 
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they  have  friends  and  relatives  over  here . 
always  a  very  active  interest. 


So  there  was 


Swedish  Socialism  and  Welfare 


Nathan:   Did  you  feel  there  was  something  they  wanted  you  to  know  or 
learn  about  Sweden? 

Grether:  Yes.   I'm  glad  you  raised  that  question,  because  I  hadn't 
planned  to  even  mention  this,  but  I  think  it's  very 
important.   The  Swedes,  on  the  part  of  some  Americans,  are 
considered  to  be  socialists.  One  thing  they  kept  stressing 
is  that  they  have  a  larger  proportional  amount  of  private 
ownership  in  Sweden  than  we  have  in  this  country,  which  is 
true.  The  reason  they  are  called  socialists  by  some 
Americans  is  because  of  the  welfare  system;  the  Swedes  were 
there  first,  so  to  speak.   As  they  said,  it  would  be 
impossible  to  starve  in  Sweden.   Everybody  is  under  some 
kind  of  protective  welfare  umbrella  of  some  sort.   This  goes 
from  birth  right  through  the  elder  group;  they  had  wonderful 
facilities,  for  example,  for  the  elderly  people.   All  the 
way  through,  it's  been  a  tremendous  welfare  approach  that 
preceded  the  sort  of  thing  we're  doing  in  this  country. 

My  wife  took  a  lot  of  interest  in  this.   So  while  I  was 
giving  lectures,  sometimes  she  would  ask  if  they  couldn't 
take  her  to  see  some  of  these  institutions.   She  developed 
one  very  strong  view  which  is  propagandized  quite  a  bit 
locally,  and  that  is  that  it's  a  mistake  to  pass  too  much 
over  to  the  central  government;  that  there's  something  to  be 
said  for  volunteer  social  effort- -to  have  a  combination. 
She  found  in  some  of  these  Swedish  institutions  that  there 
was  some  lack,  you  see;  they're  taken  care  of,  but  it's  done 
by  the  state;  you  just  forget  about  it.   Whereas  if  there's 
a  continuing  interaction  of  volunteers  (she  developed  a  very 
strong  feeling) ,  this  is  a  healthier  situation  than  merely 
passing  the  buck,  so  to  speak,  to  the  public  agency. 

One  thing  is  very  interesting.  We  lived  in  the  same 
apartment  that  Bellquist  had  occupied,  in  a  little  hotel 
called  Hotel  Oston.   We  were  very  fortunate,  because  housing 
is  very,  very  scarce.   In  fact,  I  think  this  suggests  one  of 
the  difficulties  of  rent  control.   The  Swedes  have  had  rent 
control  for  a  long  time,  and  this  tends  to  slow  down  the  new 
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construction  of  housing.   So  even  with  a  relatively 
stationary  population  base,  there  was  always  a  long  line 
waiting  for  any  apartment;  there  was  always  a  shortage  of 
apartments.   It  affected  the  marriage  rate,  too,  we  were 
told;  couples  didn't  want  to  get  married  until  they  were 
sure  of  having  a  place  to  live. 

But  this  little  hotel  where  we  stayed--!  mention  this 
because  we  were  able  to  have  our  own  apartment.   Although 
there  was  a  nice  dining  room  which  we  used,  Carrie  could  do 
a  little  cooking  if  she  wished  because  we  did  have  a  little 
kitchen.   The  thing  I  recall  most  of  all  was  the  huge 
bathroom.   The  Bellquists  are  big  people,  but  I'm  sure  they 
didn't  have  this  built.   The  bathtub  in  Sweden  was  also  the 
place  for  doing  the  family  washing. 

Nathan:   Was  it  raised,  or  was  it  on  the  floor? 

Grether:   It  was  down;  you'd  have  to  stoop,  although  it  was  raised  to 
some  extent.   For  example,  among  many  things  we  did,  we  went 
to  an  industrial  fair  to  see  the  latest  developments. 
Carrie  was  dumbfounded  to  see  how  they  still  thought  of  the 
bathtub  as  the  place  for  doing  the  family  laundry.   In  other 
words,  the  Swedes  are  an  extraordinary  combination  of  being 
advanced  intellectually  and  socially;  yet,  to  some  extent, 
they've  been  behind  in  terms  of  developments  technologically 
in  homes,  in  contrast  with  this  country. 

When  we  left  we  had  the  problem  you  always  have  as  a 
visitor.  We'd  been  entertained  so  royally  by  so  many 
people,  so  we  decided  that  we  would  have  a  dinner  at  this 
little  hotel  rather  than  at  one  of  the  fancy  uptown  places . 
It  worked  out  beautifully,  especially  when  the  hotel  people 
discovered  our  guest  list.   They  discovered  that  Bertil 
Ohlin,  the  leader  of  the  Liberal  Party,  would  be  there,  and 
Hegbohm,  director  of  the  University- -the  School.  The  Swedes 
are  very  class  conscious.   [laughter] 

Nathan:    I  didn't  know  that. 

Grether:   Yes.   So  this  hotel  just  did  a  beautiful  job  for  us;  they 
went  way  beyond  the  call  of  what  I  think  we  paid  them  in 
terms  of  the  quality  of  the  dinner  that  they  provided.   We 
were  very  happy  with  the  outcome. 
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Nathan:   Would  you  care  to  say  anything  about  the  level  of  the 
university  system  in  Sweden?  Was  that  part  of  your 
interest? 

Grether:   Yes.   1  was  closeted,  of  course,  at  the  School  of  Economics, 
which  is  the  School  of  Business.   I  didn't  see  very  much  of 
the  Stockholm  University,  which  is  close  geographically. 
Stockholm  has  a  number  of  educational  institutions  of 
various  sorts --engineer ing,  and  it  goes  in  all  directions. 

Nathan:   Vocational? 

Grether:  Yes,  quite  a  variety  of  institutions. 


Support  for  Private  Educational  Institutions 


Grether:   A  major  problem  in  our  discussions,  as  I  recall  it,  was  the 
extent  to  which  they  should  and  must  accept  government 
subsidies.   There  were  some  public  institutions,  but  the 
Stockholm  School  of  Economics  was  really  a  private 
institution.   Yet  they  needed  some  public  subsidy,  and  they 
were  worried  about  getting  under  public  control.   They 
valued  their  independence,  just  like  Stanford  would.   In 
fact,  they  were  being  subsidized  by  some  of  the 
industrialists  who  were  raising  money- -just  like  Stanford 
collects  money  from  local  industrialists  to  support  it- -and 
doing  this  quite  successfully. 

I  attended  one  lovely  dinner  given  by  the  leading  bank, 
and  I  was  amazed  to  see  the  size  of  the  contribution  this 
bank  was  making  annually  to  the  support  of  the  school.   My 
impression,  from  what  I've  heard  since,  is  that  increasingly 
even  the  private  institutions  have  been  forced  to  accept 
some  public  support  in  order  to  maintain  themselves 
appropriately. 

Nathan:   After  you  came  back  here,  did  you  do  a  good  deal  of  speaking 
about  your  Swedish  experiences? 

Grether:   Not  particularly. 

Nathan:   That  wasn't  the  purpose,  really? 

Grether:   No,  no.   The  purpose  really  was  the  impact  in  Sweden. 
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An  Honorary  Doctorate  (1959) 


Grether:  This  did  have  an  interesting  outcome  a  few  years  later, 

because  I  was  invited  back  in  1959  to  receive  an  honorary 
degree.   Apparently  the  Stockholm  institutions  take  turns  in 
terms  of  the  number  of  candidates  they  can  present  for 
honorary  degrees,  and  the  Stockholm  School  of  Economies' 
turn  came  up  in  '59,  and  they  were  allowed  to  give  a  number 
of  honorary  doctorates .   I  was  one  of  the  people  that  they 
brought  back  at  this  time.  This  really  is  worth  noting, 
because  it  represented  Swedish  formality  and  dignity  at  its 
finest.   It's  the  sort  of  thing  that  Nobel  Prize  people  do 
so  well.   This  ceremony  was  held  in  the  Stockholm  City  Hall, 
which  is  a  beautiful  place. 

Nathan:   Yes,  with  the  gold  tile- -marvelous. 

Grether:   It  began  in  the  afternoon  out  in  a  beautiful  reception  hall 
with  a  parade  coming  down  the  marble  steps.   Then  as  each 
candidate  was  announced,  he  would  walk  halfway  up  the  marble 
steps,  where  there  was  a  little  flat  place,  and  a  laurel 
wreath  would  be  brought  down  to  his  head.   Then  just  as  it 
was  placed  on  his  head,  a  cannon  would  be  fired  by  a  ship 
out  in  the  harbor.   [laughter]   Boom!   I  have  a  copy  of  the 
fired  shell  in  my  living  room  at  home.   It's  a  nice  big 
shell,  properly  inscribed.   A  very  dignified  procedure.   I 
think  there  were  seven  or  eight  of  us.   There  were  one  or 
two  Swedish  industrialists,  there  was  Joel  Dean  from 
Columbia,  and  myself.   Ragnar  Frisch  from  Norway  couldn't 
come,  so  they  did  it  in  absentia;  they  brought  the  laurel 
wreath  down  to  where  he  would  have  been  standing- - 

Nathan:   And  boom? 

Grether:  And  boom,  in  absentia.   [laughter] 

Nathan:   What  a  beautiful  image  that  is.   Were  you  in  full  dress, 
tails? 

Grether:   Oh,  yes.   In  fact,  I've  carried  that  photo  ever  since--the 
only  time  in  my  life  I  wore  tails;  I  had  to  rent  tails. 
Then  following  this  there  was  a  beautiful  dinner  in  the 
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banquet  hall  of  Che  Town  Hall,  attended  by  hundreds  of 
people .   Very  formal . 

Nathan:   That  is  such  an  impressive  and  gorgeous  building  anyway. 
Grether:   It  is,  yes. 

Nathan:   Well,  I  like  to  think  of  you  being  crowned  with  a  boom  from 
the  harbor.   [laughter] 


Grether:   In  1959  I  was  asked  to  make  some  talks  also,  and  two  of  them 
I  recall  especially.   One  was  on  "Education  for  Careers  in 
Business,"  which  was  published  then  in  Swedish.   This  was 
the  period  when  there  was  such  an  active  interest  in  this 
country.   There  had  been  two  reports  by  the  Ford  Foundation 
and  the  Carnegie  Foundation.   (We'll  get  into  more  of  this 
as  I  get  into  the  history  of  our  school  and  program  here.) 
Also,  by  this  time  I  had  been  a  member  of  the  attorney 
general's  national  Committee  to  Study  the  Antitrust  Laws  and 
had  done  some  work  for  the  Department  of  Justice,  which 
we'll  report  on  next.   This  was  in  my  mind. 

The  Swedes  also  have  an  active  competition  policy,  and 
they  were  interested  in  some  aspects  of  the  new  developments 
in  competition  policy,  so  these  were  discussed. 


Tour  bv  Train  and  Ship 


Grether:   I'd  like  to  return  just  a  minute  to  the  1953  period.  After 
we  had  done  our  duty,  so  to  speak,  with  all  the  various 
speeches  and  the  entertainment  and  so  on  and  so  on,  they 
arranged  a  trip  for  us  to  go  into  northern  Sweden,  up  into 
the  polar  area,  then  across  to  Norway,  and  down  through 
Norway  and  return  to  Stockholm.   This  trip  had  its  unusual 
aspect. 

On  the  faculty  of  the  Stockholm  School  was  an  accountant 
named  Manner,  a  very  interesting  fellow.   I  often  met  with 
the  faculty  at  lunch,  so  I  became  very  well  acquainted  with 
the  faculty.   (By  the  way,  a  professor  in  Sweden  is  next  to 
God  or  the  king,  and  this  is  really  quite  a  different 
situation.)   I  noticed  when  I  walked  down  the  hall  that  the 
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students  would  stand  at  attention  when  the  professor  walked 
by.  Oh,  it's  quite  different.   I  noticed,  too,  when  we  had 
trouble  getting  some  of  our  baggage  out  of  the  country,  that 
Kristensson,  who  was  with  me  trying  to  arrange  things,  stood 
up  and  said,  "1  am  Professor  Kristensson."  He  got  results. 
An  academic  man  has  much  more  stature  in  European  countries 
than  he  usually  has  in  this  country. 

In  any  event,  Hanner,  the  accountant,  arranged  this 
beautiful  tour  for  us  by  train.  He  not  only  arranged  it, 
but  he  gave  us  page  after  page  of  details --exactly  what 
would  be  on  this  side  of  the  track  and  that  side  of  the 
track,  when  the  train  would  stop;  everything  was  spelled  out 
in  complete  detail.   Now,  it  so  happens  that  he  was  a  man  of 
some  fame.   I  was  told  that  the  railways  in  Sweden  would  not 
think  of  changing  their  schedule  without  consulting  Hanner, 
because  he  had  a  photographic  mind.   He'd  memorized  all  of 
the  railway  schedules;  he  knew  exactly  when  every  train  was 
supposed  to  come  into  a  town  and  leave .   This  was  his 
specialty.   So  he  arranged  this  beautiful  trip  where  we  had 
nothing  to  do  except  look  to  the  left,  look  to  the  right, 
we're  coming  to  this  town,  now  you  go  to  the  dining  room. 
Everything  was  arranged  for  us  beautifully. 

Before  I  talk  about  the  trip,  when  we  came  back  I  had 
lunch  with  faculty  again,  and  the  question  came  up  as  to  how 
the  trip  went.   I  said,  "It  went  exactly  as  Hanner 
predicted.   But  you  made  one  mistake,  Professor  Hanner."  I 
could  see  he  looked  very  shocked;  he  couldn't  make  a 
mistake.   "You  said  that  when  we  would  cross  the  Arctic 
Circle  the  train  would  blow  its  whistle.   It  didn't,  because 
I  watched  very  carefully."  He  thought.   "Oh- -our  trains  go 
'beep';  they  don't  blow  whistles.  You  didn't  hear  that 
beep."  [laughter] 

This  was  a  beautiful  experience,  though.   After  visiting 
the  iron  mines  of  Kiruna  in  northern  Sweden,  we  then  took  a 
little  train  over  to  Narvik  on  the  coast  of  Norway.   We  were 
scheduled  to  stay  in  a  motel  there,  but  it  burned  down  just 
a  day  or  two  before ,  which  was  in  a  sense  fortunate  because 
we  were  forced  to  stay  out  in  a  private  home,  and  that  was  a 
nice  experience. 

Nathan:   Was  this  in  wintertime? 

Grether:   No,  this  was  June.   Also  the  time  of  the  midnight  sun 

period.   So  we  were  then  above  the  Arctic  Circle  quite  a 


395 


considerable  distance.   It  was  very  mild,  warm,  and  balmy. 
When  we  finally  got  out  in  the  fjord  area,  we  got  a  picture 
of  the  sun  just  coming  up- -oddly  dipping  and  coming  up 
almost  immediately.  This  is  the  period  when  you  have  almost 
twenty- four  hours  of  daylight. 

By  the  way,  I  got  involved  in  this  in  a  curious  way 
early  in  our  experience  in  Stockholm.   I'd  had  a  lecture 
engagement,  and  I  woke  one  morning.   Here  it  was  so  bright 
that  I  said,  "Carrie,  look,  I've  got  to  get  my  breakfast  and 
get  down  to  the  campus.   It  must  be  about  noon."   It  was 
5:30  in  the  morning.   [laughter]  That  is,  they  are  so  far 
north.   Fortunately  there  was  a  clock  on  a  church  outside. 
This  got  to  be  a  very  difficult  problem  to  adjust  to,  this 
business  of  the  light. 

We  then  took  a  ship  to  the  fjord  area  from  northern 
Norway.   This  is  just  beautiful,  because  it's  like  riding 
through  the  Grand  Tetons  on  water.   Here  are  all  these  peaks 
rising  out  of  the  water  with  snow  on  them,  and  you're  just 
moving  around  through  these  beautiful  fjords  and  seeing 
these  interesting  fishing  villages.   Finally  we  came  into 
Bergen,  where  you  can  still  see  the  hulks  of  the  submarines 
lying  in  the  water  there.   Then  we  took  a  beautiful  electric 
train  from  Bergen  down  to  Oslo.   It  was  just  a  delight. 
You've  probably  taken  that  yourself,  haven't  you? 

Nathan:   Yes.   That  is  beautiful. 


Gr ether: 


Nathan: 


Grether: 


I  had  a  very  amusing  experience.   We  were  coming  along 
there,  and  there  was  a  very  loud  announcement  over  the 
loudspeaker  of  the  train.  Without  thinking,  I  said  to 
Carrie,  "What  was  that?"- -forgetting  that  she  has  a  rather 
prankish  sense  of  humor.   She  said,  "Why,  he  just  announced 
that  if  you  look  to  the  left  you'll  see  a  herd  of  European 
bison."  Well,  they've  been  extinct  for  a  good  many  hundreds 
of  years.   [laughter]   So  I  looked.   Meanwhile,  an  English 
lady  sitting  there  hearing  this  explained  to  me  that  what  he 
had  said  was,  "This  is  the  high  point  in  the  trip." 
[laughter] 

Between  your  wife  and  the  Englishman  on  the  ship,  it's  hard 
to  know  what's  really  happening.   [laughter] 


That's  right.   But  we  have  a  good  time  in  any  event, 
we  stayed  in  Oslo  a  bit,  but  we  didn't  do  anything 


Then 
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professional  there  for  the  most  part,  except  I  guess  a 
museum  or  two.  Then  back  to  Stockholm. 


A  Separate  Prolect  in  Germany  (1953) 


Grether:  Then  after  Stockholm  we  came  down  into  Germany,  and  I  think 
I  should  say  just  a  bit  about  this.  Just  chronological;  it 
has  nothing  to  do  with  the  Swedish  experience.   At  this  time 
I  was  also  director  of  the  Institute  of  Industrial 
Relations.   I  succeeded  Clark  Kerr  for  a  couple  of  years 
until  they  worked  out  the  permanent  solution.   (I  think 
we'll  get  into  that  probably  a  littler  later.) 

I  wanted  to  have  a  project  in  Germany  that  would  be 
appropriate,  so  I  took  the  area  of  co-determination,  or  mit- 
Bestimmung.  The  German  laborers  participate,  at  the 
director's  level,  in  the  management  of  corporations.   This 
is  something  quite  different  from  this  country.   Since  there 
was  considerable  interest  in  this,  I  took  this  as  a  project. 
(By  the  way,  when  I  travel  I  almost  never  go  as  a  tourist;  I 
always  have  a  project.   It's  much  more  interesting.   So  this 
was  my  project  for  Germany.) 

We  came  into  Hamburg  and  were  greatly  impressed  by  what 
we  saw  there.   Then  down  to  Dusseldorf  and  Koln.   In 
Dusseldorf  we  stayed  in  a  hotel  that  had  been  pretty  well 
bombed  out;  only  part  of  it  was  in  operation.   In  other 
words,  we  came  now  into  Germany  in  '53,  after  the  Marshall 
Plan  had  made  a  considerable  impact.   Germany  was  in  the 
process  of  reconstruction,  and  we  could  see  how  there  was 
still  a  lot  of  the  war  damage  with  the  new  structures  and 
new  development  appearing. 

Also,  the  German  spirit  had  been  reconstructed,  so  to 
speak;  they  were  feeling  much  better  about  things.   For 
example,  we  attended  what  is  called  the  Ruhrfestspiel.   That 
apparently  is  an  annual  occasion  put  on  by  the  trade  unions 
in  Germany.   We  listened  to  the  speeches  there,  and  it  was 
clear  that  the  German  spirit  was  being  re invigorated;  they 
were  speaking  with  some  confidence,  in  contrast  to  the 
period  just  a  few  years  before  that. 

I  recall  one  talk  where  one  of  the  Germans  from  one  of 
the  radio  stations  was  poking  fun  at  the  rest  of  them.   He 
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said,  "The  trouble  with  the  Germans  is  that  all  they  want  to 
do  is  work.  The  baby  wakes  up  in  the  cradle  and  immediately 
starts  saying,  'arbeit,  arbeit,  arbeit'."   [laughter]  The 
Germans  are  great  work  ethic  people ,  and  he  was  saying  the 
German  must  learn  to  play.  This  was  well  received  by  some 
of  these  people. 

The  thing  that  interested  me  most,  though,  was  the  fact 
that  at  this  time  Germany  was  full  of  these  Marshall  Plan 
teams,  including  the  trade  unionists,  and  we  saw  some  of 
this.  The  German  trade  unionists  were  telling  the  German 
workers,  "Why  do  you  worry  about  co -de termination?  Why 
don't  you  stress  hours  and  working  conditions,  like  the 
American  labor  movement  does?"  But  they  did  not  succeed  in 
convincing  the  Germans  because  I  understand  (although  this 
is  an  area  I  don't  follow)  that  co-determination  is  even 
more  important  in  Germany  now,  and  in  some  other  European 
countries.   In  other  words,  the  idea  of  having  worker 
participation  at  the  top  management  level  has  grown  in 
importance,  so  much  so  that  some  corporations  worry  a  great 
deal  about  it.   As  of  that  time,  though,  the  American  trade 
unionists  were  propagandizing  quite  to  the  contrary. 

It  was  rather  interesting  to  observe  the  presence  of  the 
Americans  there,  assisting  in  the  re- tooling  of  Germany.   I 
overheard  one  thing  by  accident  that  just  horrified  me.   I 
was  sitting  in  the  high  commissioner's  office  in  Bonn,  and 
while  I  was  waiting  there  I  heard  the  following 
conversation.   This  particular  American  was  the  vice 
president  of  a  carpet  company,  with  headquarters  in  New 
England.   He  was  telling  some  Germans  as  follows:   "You 
people  think  that  you  know  about  efficiency  in  production. 
Well,  you  do,  but  we  can  teach  you  a  lot  there.   When  it 
comes  to  marketing,  you  don't  know  anything.   So  with  our 
marketing  teams  we're  going  to  teach  you  marketing."  Well, 
he  was  talking  down,  you  see.   Here  was  the  victor,  so  to 
speak,  trying  to  teach  the  defeated  how  to  do  it.   And  when 
you  think  of  what's  happened  since  then,  how  the  Germans 
have  come  back,  they  probably  can  teach  us  a  lot  of  things 
on  both  of  these  scores.   It  was  a  painful  experience  for  an 
American  to  sit  there  and  hear  this  kind  of  talk,  but  so  it 
was. 

After  we  had  done  our  official  things,  we  went  down 
again  to  the  little  village  in  Germany  from  which  my  family 
came  in  1847,  to  check  in  there  again. 
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Nathan: 
Grether: 


Nathan : 


Grether: 


Could  you  tell  me  again  the  name  of  the  village? 

Niederweller .   It's  just  two  miles  from  Badenweiler ,  in  the 
Black  Forest;  it's  up  against  the  Swiss  border.   (I  think  1 
mentioned  that  a  bit  when  we  went  over  my  family  history.) 
Ve  checked  in  there  again,  and  things  were  about  the  same, 
but  there  had  been  some  new  developments.   I  don't  think 
there's  anything  worth  recording  here- -just  one  interesting 
experience.  The  other  day  I  met  one  of  our  graduate 
students.   It  turns  out  his  mother  lives  in  Badenweiler,  and 
this  graduate  student  patronized  the  same  konditorei  that  we 
did,  which  was  a  great  konditorei;  someone  with  our  name  was 
running  it  [laughter]  in  Badenweiler.   So  he  was  very 
excited  to  think  that  we  had  been  in  the  area. 

I  think  that's  all  we  need  do  about  this,  unless  you 
have  some  questions . 

Perhaps  only  in  the  German  travels,  whether  you  found  that 
there  were  any  similarities  in  the  sorts  of  things  you  were 
interested  in  here.   I  was  thinking  really  of  fair  trade  and 
competition  in  the  market. 

Oh,  yes,  the  Germans  had  this,  and  I  was  familiar  with  it. 
I  was  using  the  labor  area  for  my  discussions  in  Germany  at 
this  time,  but  the  Germans  have  had  resale  price 
maintenance,  and  the  Germans  do  have  a  competition  policy. 
In  fact,  there's  a  very  active  relationship  between  the 
enforcement  officials  in  this  country  and  in  Germany.   But 
there  are  some  differences,  because  the  Germans,  as  is 
typical  of  Europeans,  allowed  cartels.   Then  when  the  Common 
Market  came  along,  and  the  Rome  Treaty,  increasing  their 
pressure  upon  these  cartels- -that's  a  big  story  in  itself 
that  we  could  look  into  a  bit  sometime. 

I  think  one  thing  is  worth  recording,  at  least  in  terms 
of  my  observation  and  experience.   So-called  competition 
policy  varies  from  country  to  country,  and  it's  bound  to 
because  of  variations  in  the  history  and  background  and  the 
size.   For  instance,  in  the  case  of  Sweden,  a  small  country 
of  just  a  few  million  people  involved  very  heavily  in  world 
trade,  it  doesn't  have  to  do  some  things  because  the 
pressure  of  foreign  competition  and  the  interlinkage  in 
foreign  competition  is  so  strong.  This  varies  country  by 
country. 


399 


In  fact,  that's  the  next  thing  I  would  like  to  go  into 
after  this- -to  talk  about  my  participation  in  the  attorney 
general's  national  committee  dealing  with  antitrust.   (I'll 
move  some  of  these  papers  around  just  a  bit  here.) 
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XVI  ATTORNEY  GENERAL'S  NATIONAL  COMMITTEE  TO  STUDY 
ANTITRUST  LAWS 


Grether:  While  I  was  in  Sweden  I  had  two  messages.   One  was  from  the 
chairman  of  the  Federal  Trade  Commission  asking  me  if  I'd 
like  to  be  chief  economist  of  the  Federal  Trade  Commission, 
to  which  I  replied,  "No."  Another  was  an  invitation  to 
become  a  member  of  the  attorney  general's  National  Committee 
to  Study  Antitrust  Laws.   (This  [stack  of  materials] 
represents  some  of  this.   There's  a  whole  shelf  full  back 
here ,  and  I  brought  some  up  here .   This  is  an  example  of 
some  of  the  paperwork  that  you  can  see.) 

This  I  consider  one  of  the  most  important  aspects  of  my 
involvement  in  terms  of  my  own  interests,  background  up  to 
that  point,  and  what  I've  done  since,  so  I'd  like  to  make 
certain  things  relatively  clear  here. 


Some  Background  on  Competition  Policy 


Grether:  American  antitrust  policies,  so  called,  or  competition 

policy,  is  always  a  matter  of  strong  dispute  and  differences 
of  opinion.   Things  apparently  began  coming  to  a  head  in  the 
1950s  in  this  country  in  a  rather  peculiar  manner.   I  think 
I  probably  know  as  much  about  this  as  almost  anyone,  so  I 
want  to  take  the  trouble  before  I  discuss  the  committee  and 
its  work  to  go  back  behind  it  just  a  bit. 

I  have  here  with  me,  for  example,  the  report  of  the 
Business  Advisory  Council  of  the  Department  of  Commerce. 
The  secretary  of  commerce  had  had  the  habit  of  meeting  with 
top  business  executives.   I  have  with  me  also  a  paper 
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written  by  Blackwell  Smith,  a  leading  lawyer  in  this  area  in 
New  York  City,  published  in  the  New  York  University  Law 
Review.  June  1951,  entitled,  "Effective  Competition: 
Hypothesis  for  Modernizing  the  Antitrust  Laws." 

I've  taken  the  trouble  to  work  through  this  period  in 
some  detail,  and  so  1  think  I'm  on  solid  ground.   In  the 
postwar  period  there  came  to  be  a  very  active  interest  in 
this  field,  and  it  came  to  a  head  along  about  1950,  just  as 
it  is  again  now.  There  are  always  discussions  of  our 
antitrust  or  competition  policy,  and  there  are  very  strong 
positions  being  taken  now.   In  fact,  this  is  probably  an 
equivalent  period  now  again,  because  just  yesterday  Reagan 
announced  his  candidacy  for  the  presidency,  and  he  takes  a 
strong  right-wing  view,  so-called.   This  issue  is  bound  to 
be  an  important  aspect  of  the  entire  business. 


Two  Significant  Papers  and  Concepts  of  Competition 


Grether:   At  the  time  this  committee  was  forced,  the  Repub    .ns  were 
in  power.   It  was  established  by  the  attorney  gereral, 
Herbert  Brownell.   But  before  getting  to  that,  I'd  like  to 
indicate  the  significance  of  these  two  papers  here.   The 
paper  by  Blackwell  Smith  should  be  read  by  anybody  who's 
interested  in  the  history  of  these  developments,  because 
it's  in  many  ways  an  excellent  and  constructive  analysis  in 
which  he  suggests  that  competition  policy  should  be 
remodeled  under  the  guise  of  what  he  called  "effective 
competition."  Now,  to  understand  this  one  has  to  consider 
the  writings  in  the  postwar  period  and  the  nature  of  the 
discussions.   Professor  J.  M.  Clark  had  written  a  paper  in 
which  he  talked  about  "workable  competition."  Workable 
competition  was  intended  to  be  something  more  realistic  than 
the  models  of  formal  competition,  as  the  title  suggests. 

It  so  happens  that  Blackwell  Smith  and  J.  M.  Clark  were 
well  acquainted  with  each  other;  in  fact,  they'd  probably 
had  relationships  of  an  advisory  sort.  J.  M.  Clark,  in  his 
final  book  (which  I  have  back  on  the  shelf  here) ,  on 
Competition  as  a  Dynamic  Process.     'ted  from  the  use  of 
the  concept  "workable  competition      effective 
competition"  because  he  '.  .;It  tha      concept  "workable" 
suggested  mere  •--  irkabil:  y,  and        is  something  much 
more  important   re. 
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What  was  really  involved  here  was  the  considerable 
unhappiness  of  many,  especially  people  in  big  business,  with 
the  way  in  which  the  antitrust  laws  were  being  administered. 
The  report  of  the  secretary  of  the  Department  of  Commerce, 
which  is  called  Effective  Competition,  is  a  follow-up  of 
this  paper  of  Blackwell  Smith's,  and  Blackwell  Smith  was  an 
advisor  to  this  group;  his  thinking,  as  stated  here, 
reappeared  in  this  report.   This  report,  therefore,  takes  a 
strong  position  for  remodeling  the  approach  to  competition 
in  terms  of  a  concept  of  what  they  call  effective 
competition,  which  is  developed  at  some  length  here.   I 
don't  think  it's  important  to  go  into  details  here,  because 
I  wanted  this  by  way  merely  of  background. 

Undoubtedly,  it  was  this  type  of  recommendation  and  this 
type  of  thinking  that  was  communicated  to  President  Truman, 
through  the  secretary  of  commerce,  Sawyer;  he'd  been  active 
before  this  with  Truman.   Then  this  all  carried  over,  I'm 
sure,  to  Brownell,  the  Republican,  who  became  attorney 
general  in  the  next  administration,  and  led  to  the 
establishment  of  this  committee,  the  attorney  general's 
National  Committee  to  Study  Antitrust  Laws,  which  was  set  up 
in  1953  and  reported  in  1955. 

I  was  absent  in  Sweden  and  Germany  at  the  time ,  so  I  was 
not  present  at  the  initial  meeting,  or  didn't  hear  the 
initial  discussions.   But  apparently  some  Americans  of  the 
more  liberal  point  of  view  were  worried  about  this.   For  one 
thing,  this  was  being  set  up  under  the  new  Republican 
administration.   For  another  thing,  there  had  been  this  type 
of  discussion.   My  guess  is  that  a  small  number  of  people 
refused  to  serve  on  this.   I'm  not  sure  of  this,  because 
there  are  two  or  three  other  prominent  names  that  do  not 
appear  here ;  there  might  have  been  other  reasons .   In  any 
event,  the  basis  for  the  feeling  of  uncertainty  I  never 
understood  entirely  until  I  more  recently  read  these  reports 
and  papers.   The  Blackwell  Smith  type  and  the  Secretary  of 
Commerce  type  of  thinking  suggested  a  combination  of  "rule 
of  reason"  in  law  and  workable  competition  or  effective 
competition  in  economic  analysis. 

One  of  the  leading  professors  in  this  field  is  Chester 
Oppenheim  of  the  Michigan  Law  School,  and  he  had  done  some 
writing  along  this  line,  saying  there  ought  to  be  some 
better  relationship  between  rule  of  reason  and  workable 
competition.   (The  term  "workable  competition"  was  used  for 


403 


a  number  of  years  until  there  was  a  shift  here  now  to  this 
verbiage  of  "effective  competition." 

What  this  involved- -it's  a  little  difficult  to  explain, 
but  it  really  was  a  shift  away  to  the  so-called  "per  se 
rules."  The  enforcement  officials  would  like  to  have  simple 
rules  if  they  could,  and  they  would  like  to  enlarge  the  so- 
called  per  se  rules.   The  per  se  rules  are  rules  of  outright 
prohibition  where  there's  no  rule  of  reason.  The  Sherman 
Act  prohibits  restraints  of  trade  just  like  that,  and 
monopolization- -just  outright  prohibitions.  Well,  obviously 
you  can't  do  that;  there  has  to  be  some  consideration  given 
to  the  circumstances,  the  facts,  and  to  the  relative 
reasonableness.   But  early  in  the  cases  coming  down,  the 
courts  took  a  strong  position  away  from  the  rule  of  reason. 
It  was  thought  at  first  that  there  would  be  a  strong  rule  of 
reason  element,  but  there  came  to  be  a  shift  away  in  this 
other  direction. 

What  was  involved  here  was  some  desire  to  try  to  bring  a 
more  balanced  relationship  between  what  was  the  original 
rule  of  reason  idea  and  these  per  se  types  of  prohibitions 
in  antitrust.   It  was  this  type  of  thinking  that  I  think 
caused  some  worries  on  the  part  of  some  people  when  this 
committee  was  set  up,  because  it  was  a  tremendous  committee. 
That  is,  there  were  60  people- -it  was  kind  of  a  committee  to 
end  all  committees- -of  which  52  were  practicing  lawyers  and 
government  officials  who  would  be  trained  in  the  law,  and 
eight  of  us  economists.   So  the  economists  were  12  percent 
of  the  group;  they  were  a  very  small  minority  of  the  group. 


Lawyers  vis-a-vis  Economists 


Grether:   All  of  us,  I  think,  when  we  got  into  this  were  aware  of  this 
background- -that  there  was  this  uneasiness  that  the 
committee  might  recommend  a  combination  of  rule  of  reason 
and  so-called  workable  or  effective  competition  that  might 
tend  perhaps  to  take  some  of  the  enforcement  authority  out 
of  antitrust.   This  was  by  way  of  background.  Now,  as  we 
got  into  this,  a  major  problem  arose  that  was  very 
interesting  to  me.  We  discovered  that  some  of  the  lawyers 
thought  the  economists  should  not  be  on  this  committee; 
enforcing  law  and  regulation  is  a  matter  of  law,  and  the 
economists  didn't  really  belong  here. 
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Nathan:   May  I  ask  a  question?  When  you  speak  of  rule  of  reason, 
does  that  suggest  a  sort  of  ad  hoc  judgment,  or  an 
individual  judgment  on  each  case? 

Grether:  Yes,  it  would  involve  some  of  that.   In  fact,  this  does 

occur;  antitrust  is  enforced  case  by  case.  The  problem  is 
how  much  one  should  allow  for  these  special  circumstances. 
(We  may  get  to  that  if  we  continue  in  this,  because  a  lot  of 
things  have  happened  since  then.)  But  as  of  this  particular 
period  of  time,  the  feeling  was  that  this  might  affect  our 
basic  anticartel  policies,  because  Europeans  accept  cartels. 
They  distinguish  between  good  and  bad  group  arrangements. 

In  the  typical  European  situation,  the  cartels  are 
registered  and  they  are  examined;  some  are  accepted  and 
others  are  perhaps  prohibited,  depending  upon  the  nature  of 
the  arrangement.   In  other  words,  the  concepts  of  efficiency 
of  performance  are  taken  into  consideration,   whereas  in 
this  country,  if  there's  a  price  agreement  or  agreement  to 
restrict  territories  or  divide  territories  and  set  up 
production  quotas,  these  are  per  se  violations;  the  case  is 
over.   It's  a  very  sharp  type  of  thing.  This  always 
produces  unhappiness  in  our  situation,  and  I'm  sure  this 
will  get  into  the  present  campaign  because  of  this 
background . 

For  instance,  there  was  a  lawyer  from  this  area  on  the 
committee,  named  Herbert  Clark.   He  had  a  very  strong 
feeling  that  economists  should  not  be  on  this  committee,  and 
if  so  they  should  not  have  very  much  to  say  or  do.   There 
were  a  number  of  people  who  took  the  view  that  economic 
analysis  is  economic  analysis;  it  has  nothing  necessarily  to 
do  with  law  and  regulation.   The  difficulty,  of  course,  is 
that  in  economic  analysis  you're  concerned  with  competition, 
and  the  market  is  the  center  of  much  of  economic  analysis 
and  competition.   So  economists  are  experts  or  specialists, 
more  or  less,  in  the  analysis  of  competition.   But  they're 
quite  different  from  lawyers,  because  the  economist  is  there 
as  a  scholar,  the  lawyer  as  an  adversary,  and  they're  quite 
different  points  of  view. 

This  was  quite  a  surprise  to  me,  to  find  myself  in  this 
environment  where  economists  were  considered  to  be  dangerous 
people.   In  fact,  some  of  the  lawyers  said  it. 
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Assumptions,  and  Economic  Analyses  of  Competition 


Nathan:   You  were  going  to  confuse  them  with  facts? 

Grether:   No,  it  wasn't  that.   The  real  problem  here  was  (and  it's 

still  a  problem;  I  have  a  very  strong  view  about  this)  the 
one  conveyed  by  the  term  "workable  competition,"  because 
economic  analysis  in  this  country,  beginning  in  the  1920s 
especially,  took  a  very  formal  turn.  The  models  of  perfect 
and  pure  competition  became  the  accepted  models.   These  are 
models  set  up  in  terms  of  very  strict  assumptions  that 
violate  what  really  goes  on.   (We  needn't  go  into  that 
unless  you  think  it's  important.)   Formal  economic  analysis, 
especially  equilibrium  analysis  in  its  most  beautiful  and 
elegant  form,  can  be  developed  only  in  terms  of  very  heroic 
assumptions . 

Like,  for  instance,  a  large  enough  number  of  buyers  and 
sellers—both  sides  of  the  market- -focused  upon  buying  and 
selling  homogeneous,  identical  products  or  standard  products 
so  that  no  one  of  them  could  affect  the  result  in  an 
appreciable  manner  —  that  they  have  perfect  knowledge,  that 
there's  perfect  divisibility  of  resources  in  their  use,  and 
so  on  and  so  on.   The  thing  built  upon  that  basis  allows 
prediction,  and  one  can  develop  a  beautiful  system.   But 
business  corporations  don't  operate  in  that  kind  of 
environment,  so  they're  always  very  unhappy  with  the 
economic  analysis  of  pure  and  perfect  competition.   There's 
also  the  economic  analysis  of  imperfect  competition.   Then 
this  verbiage,  "workable  competition,"  came  along.   Then 
"monopolistic  competition"  came  along  through  Edward  H. 
Chamberlain  and  others  at  Harvard.  Many  variations. 

The  facts  of  life  are  that  one  of  the  finest 
rationalizations  for  competition  policy  is  a  complete 
flexibility  and  variability;  it  allows  for  an  infinite 
variability  of  expressions.   I  wrote  a  paper  in  which  I  gave 
some  examples.   There  are  literally  dozens  of  adjectives 
employed  in  front  of  the  word  "competition"  to  indicate  what 
variable  is  being  involved  at  a  given  time.   This  is  why 
effective  competition  means  certain  things,  workable 
competition,  pure,  perfect,  imperfect,  vital,  healthy,  and 
so  on;  everybody  has  his  own  particular  variation  of  what  he 
wants  to  call  competition. 
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This  is  an  extraordinarily  important  aspect  of 
competition- -that  it  is  so  variable  and  flexible- -and  one 
wants  to  preserve  that  as  opposed  to  the  USSR  approach, 
where  things  are  determined  from  the  top.   In  the  market 
system  you  have  this  possibility  for  variety  of  expressions. 
Well,  this  was  what  was  going  on  behind  the  scenes. 

The  economists  finally  did  succeed  in  getting,  at  the 
end  here,  a  discussion  of --there's  a  section  called  [reading 
from  the  table  of  contents  of  the  report] ,  "Economic  Indicia 
of  Competition  and  Monopoly."  That's  the  economic  section, 
and  I  did  some  work  on  that,  for  example.   This  was  tacked 
on  at  the  end.   But  in  the  report  it's  made  clear  that  this 
economic  analysis  is  not  necessarily  legal  analysis  and  that 
they're  two  different  worlds,  so  the  report  was  hedged 
around  in  this  particular  way  very  carefully. 

Nathan:   Were  you  all,  both  lawyers  and  economists,  appointed  by  the 
same  power,  and  was  it  the  attorney  general  who  appointed 
you? 

Grether:  Yes,  Herbert  Brownell,  the  attorney  general.   He  made  the 
selection.   Incidentally,  we  worked  without  any 
compensation.   Looking  back  upon  it,  I  should  have  been 
willing  to  pay  something  just  to  participate  in  this 
enterprise.   For  one  thing,  you  had  here  the  leading 
practitioners  in  the  field,  and  to  be  able  to  listen  to  them 
in  discussion--.   Actually,  of  course,  sixty  people  can't 
work  together,  but  we  did  have  occasional  meetings  for 
general  discussion.   What  happened  was  that  there  was  a 
staff,  and  then  there  were  subcommittees  that  worked  on 
special  problems.   They  would  submit  drafts  of  manuscripts 
(there's  a  little  shelf  of  them  back  here)  and  we'd  comment 
upon  these.   Then  the  staff  would  take  these  comments  and 
reformulate.   There  was  a  continuing  process  of  subcommittee 
drafts  of  certain  subjects  going  around.   There's  a  section 
here,  for  example,  in  the  area  of  distribution  analysis.   I 
worked  in  that  area. 

Nathan:   Was  this  the  subcommittee  that  you  were  particularly 
associated  with? 

Grether:  Not  to  begin  with,  but  eventually  I  saw  the  manuscript  and 
commented  on  it.   "Antitrust  Policy  and  Distribution"- - 
that's  this  area  for  exclusive  dealing,  price 
discrimination,  resale  price  maintenance;  that's  where  I  had 
done  my  work.   Then,  of  course,  I  became  involved  in  this 
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whole  discussion  of  economic  indicia,  which  was  tacked  on  at 
the  end. 


Outcome:   Acceptance  by  Practitioners 


Grether:   Despite  all  the  worries  of  the  people  who  thought  the 

outcome  would  be  a  recommendation  that  would  devitalize 
antitrust,  it  didn't  turn  out  that  way.   The  rule  of  reason 
issue  was  debated,  but  there  was  no  recommendation  for  a 
significant  change  here.   The  report  that  emerged  got  to  be, 
I  would  say,  the  Bible  of  the  practitioners:   this  is  it. 
This  is  a  very  difficult  area;  many  people  are  glad  to  have 
something  authoritative  pulled  together  by  this  many  people. 
There  are  minority  reports,  too,  so  they  could  see 
variations  of  emphasis. 

This  became  so  important  that  it  was  revised,  then,  in 
1968- -brought  up  to  date  under  the  American  Bar  Association. 
Then  recently,  in  1975,  there's  been  another  updating.  It's 
used;  you'll  find  any  law  office  that  does  any  work  in 
antitrust  will  have  this,  and  of  course  the  libraries  have 
this  also. 

Nathan:   And  that  was  called--? 

Grether:  Antitrust  Developments.  1955-1968.   The  committee  report 

came  in  '55.   Now  there's  one  that  just  came  out  in  '75,  so 
it'll  be  1968-1975.   But  I'm  told  that  from  now  on  this 
whole  enterprise  will  no  longer  be  tied  back  to  this 
committee.   After  all,  most  of  the  committee  members  are 
deceased  now,  and  the  numbers  are  getting  smaller  and 
smaller.   From  now  on  this  will  become  an  enterprise  of  the 
American  Bar  Association. 

Nathan:   They  finally  got  rid  of  the  economists? 

Grether:   Not  necessarily,  not  at  all,  because  the  antitrust  sections 
of  the  American  Bar  has  economist  members;  but  it  will  be  an 
enterprise  of  the  Bar  Association.   I'm  not  sure  but  what 
your  query  may  have  some  significance,  but  I  doubt  it, 
because  the  Antitrust  Bulletin  is  the  official  publication, 
and  there  are  economists  on  the  editorial  board.   In  fact,  I 
suspect  the  economists  are  much  more  active  relatively  now 
than  they  were  at  that  time.   In  fact,  I  think  one  result  of 
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this  effort  was  for  economists  to  discover  something  they 
weren't  so  thoroughly  aware  of --that  is,  the  relatively  low 
esteem  in  which  they  were  held,  and  the  relatively  low 
position  they  had  in  this  entire  field.  This  helped,  I 
think,  to  focus  some  things  much  more  sharply  in 
understanding  what  is  going  on  here  than  had  been  true 
before . 

Nathan:   Do  you  foresee- -if  you  would  care  to  think  about  predict  ing - 
-that  there  will  be  any  variation  or  change  in  the  federal 
antitrust  views  now?  Do  you  think  something  is  happening 
now  that  hasn't  happened  before? 

Grether:   That's  jumping  ahead,  but  I'm  willing  to  make  a  comment. 
One  should  watch  the  present  campaign  very  carefully  from 
this  standpoint.   I  won't  mention  names,  but  I  do  know-- 
because  I've  heard  this  privately --that  some  of  the  people 
who  will  be  very  active  in  this  campaign  have  very  strong 
views.   But  they'll  be  very  careful  not  to  enunciate  them 
publicly.   The  Sherman  Antitrust  Act,  and  the  whole  area,  is 
an  area  that  arouses  emotional  reactions  very  easily.   You 
see,  Americans  have  had  a  very  strong  anti -monopoly  view, 
and  any  effort  overtly  to  scrap  the  Sherman  Law  would  cause 
a  tremendous  reaction.   What  some  people  feared  here  was 
that  this  report  would  be  a  way  of  devitalizing  enforcement, 
but  it  did  not  turn  out  that  way,  as  a  matter  of  fact. 
There  are  continuing  conflicting  forces  at  work  here,  and 
you  have  a  very  basic  problem.   I  just  gave  some  lectures  at 
Sacramento  State  University  last  year,  and  I'm  going  to 
conduct  a  seminar  next  week  in  this  area. 


Competition  Policy  and  Common  Law 


Grether:  The  problem  really  is  something  as  follows:  Our  competition 
policy  came  down  the  channels  of  the  common  law.   The 
settlers  coming  from  England,  especially,  brought  this 
heritage  with  them,  and  the  common  law  in  this  area  is  a 
judge -made  law  where,  out  of  private  grievances,  precedents 
were  established.   When  the  settlers  came  here  they  brought 
this  background  with  them,  and  also  they  brought  with  them 
their  knowledge  of  institutions,  which  then  became 
established  here.   The  Sherman  Act  in  1890  merely  put  into 
federal  statutory  form  what  had  been  distilled  by  the  common 
law  over  the  decades  in  the  course  of  three  or  four 
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centuries.  This  was  merely  writing  into,  at  the  federal 
level,  what  had  been  accepted  as  a  judge  adjudicating  among 
grievances . 

Why  was  this  put  into  statutory  law?  The  United  States 
had  been  moving  out  of  an  agricultural  type  of  economy  into 
a  modern,  complex  industrial  society.   Once  the  Civil  War 
settled  the  issue  of  political  unity,  it  provided  the  basis 
also  for  economic  integration.  New  forces  came  along- -the 
combines,  the  great  corporations,  the  trusts,  and  so  on. 
The  antitrust  law- -the  word  comes  from  the  use  of  the  trust 
device,  where  trustees  held  trustee  certificates  of  various 
corporations  and  could  control  them  that  way,  and  vote  their 
stock  and  get  unanimity  of  action.   The  Sherman  Act  is  an 
outright  prohibition  of  restraints  of  trade  and 
monopolization,  the  two  main  sections.   It  was  not  a  radical 
law;  it  merely  expressed  what  had  been  pretty  much  the 
practice. 


Patterns  of  Enforcement 


Grether:   Here  is  the  critical  difference.   That  is,  prior  to  the 

Sherman  Act,  the  actions  were  private  actions.   A  few  of  the 
states  had  established  laws,  but  it  was  assumed  that  if  you 
had  a  grievance  you'd  go  to  court.   The  policing  vehicle  was 
a  private  vehicle  going  directly  into  courts.   It  was 
assumed  that  the  Sherman  Act  would  incite  more  of  this;  that 
the  chief  enforcement  vehicle  would  be  the  private 
enforcement  activators.   But  just  the  reverse  happened, 
probably  because  the  presence  of  a  federal  sanction  and 
agency  suggested  that  the  enforcement  should  be  through  the 
federal  agency. 

Recently,  by  the  way,  there  was  a  gentleman  here  from 
the  French  ministry  in  this  field.  He  said  that  there's  no 
private  enforcement  at  all  in  France;  it's  all  done  through 
the  ministry.  This  occurred  in  this  country  also;  the 
private  act  has  dropped  out.   It  was  the  Department  of 
Justice  and  eventually  the  Federal  Trade  Commission  of  1914, 
and  other  agencies  became  the  enforcement  media  rather  than 
private  actions. 

Now,  here  is  the  critical  thing,  in  answer  to  your 
question.   The  common  law  distilled  itself,  over  decades  and 
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Nathan : 

Grether: 
Nathan: 


a  small  number  of  centuries,  of  private  grievances  arising 
from  what  you  might  call  petty  trade,  small  trade.  This  was 
before  the  day  of  the  large  modern  corporation,  although 
there  were  exceptions.   There  were,  of  course,  some 
regulated  companies,  historically,  but  basically  you're 
dealing  in  the  area  of  small  trade,  small  business.   The 
chief  question  that  arises  in  relation  to  the  Sherman  Act  is 
whether  the  kind  of  law  distilled  out  of  petty  trade  and  its 
grievances  is  appropriate  for  IBM  or  General  Motors.   This 
is  the  issue  before  the  country.  This  is  to  get  you  into 
the  heart,  really,  of  the  sort  of  thing  I  kick  around.   I've 
done  a  lot  of  thinking  and  working  on  this. 

My  feeling  is  that  it  should  be  possible  on  the  present 
base  to  allow  both  the  small  and  the  large  to  be  under  a 
system  of  appropriate  public  regulation.  This  is  why  I  hope 
the  IBM  case  will  go  through  to  full  trial,  because  I  think 
we  need  to  discover  what  should  be  done  that  is  appropriate 
to  the  successful  multinational  corporation  in  the  present 
world  context,  because  they're  here.   IBM  is  probably  the 
world's  greatest  success  story;  it  also  is  the  threshold  of 
the  wave  of  the  future.   It's  likely  that  the  computer,  and 
all  of  its  ramifications,  will  be  equivalent  to  what  the 
automobile  was  in  the  past  fifty  years.   Therefore  we  need 
to  see  what  should  be  done,  if  anything,  in  relation  to  this 
much  more  complex  type  of  environment. 

Don't  lose  the  thread;  we're  just  about  at  the  end  of  the 
tape.   This  is  fascinating.   You  don't  join  the  cry,  "Break 
up  IBM,"  I  gather? 

Not  just  that  way,  no. 

It's  a  simplistic  formula;  I  wouldn't  expect  you  to. 


Competition  and  Affirmative  Action  Requirements 
[Interview  11:  December  5,  1975 ]## 


Nathan:   We  were  talking  about  one  of  your  teaching  techniques  and 
how  you  think  over  what  has  happened  in  a  seminar. 

Grether:   Yes.   I  do  two  things.   I  never  go  to  a  class  unprepared.   I 
may  not  expose  the  outline  I'm  using  to  the  students; 
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sometimes  I  just  say,  "There  are  three  things  we're  going  to 
discuss  today,"  or  maybe  I'll  write  things  on  the  blackboard 
to  indicate  roughly  what  we're  going  to  do.  But  when  I  get 
through,  then  I  immediately  go  to  my  study  and  make  notes  on 
what  I  think  should  be  picked  up  again  next  time,  or  where  I 
perhaps  want  to  add  emphasis,  or  perhaps  an  omission  I  think 
should  have  been  included. 

For  instance,  last  night  I  conducted  a  seminar.   I  used 
a  definition  of  competition  which  I  borrowed  from  Walton 
Hamilton  many  years  ago.   It  reads,  "Competition  is  rivalry 
subdued  into  organization  by  the  rules  of  the  game,"  which 
to  me  is  a  beautiful  statement  of  what  this  is  all  about. 
By  the  way,  I  illustrated  it  by  how  I'd  taken,  a  number  of 
years  ago,  a  group  of  Russian  visitors  to  see  a  football 
game  at  their  request.   It  happened  to  be  USC.   It  was  a 
very  rough  game.  At  the  end  I  asked  the  chairman  of  the 
delegation,  through  the  interpreter,  "How  did  you  enjoy  the 
game?"  His  reply  was,  "I  don't  see  why  you  call  it 
football . " 

I  used  that  last  night  to  illustrate  to  the  students  how 
the  rules  of  a  game  can  change  something  so  that  it  becomes 
something  else.   This  is  a  very  real  problem  with  the  rules 
affecting  competition  in  this  country.   For  instance,  the 
thing  that's  most  interesting  in  recent  times  is  the 
tendency  toward  so-called  affirmative  action  or  positive 
requirements  for  individual  firms,  whereas  the  historical 
rules  were  negative  rules- -"thou  shalt  not."  Now  we're 
moving  towards  more  positive,  affirmative  requirements. 
This  can  be  quite  different,  because  along  these  lines  you 
increase  the  weight  and  authority  of  government.  The 
government  issues  commands  now,  not  merely  checking  to  see 
whether  you're  behaving  under  the  rules,  but  there  are  very 
specific  things  being  required.   Along  these  lines  one  could 
increasingly  place  the  authority  in  the  hands  of  the  central 
bureaucracy.   This  may  very  well  be  the  drift,  when  I 
visualize  the  struggles  the  University  is  having  now  with 
its  affirmative  action  requirements --trying  to  fulfill  them- 
-in  contrast  to  its  own  system  of  selection  and  governance 
without  this  outside  intrusion,  so  to  speak. 

Or  put  it  another  way.  There  was  a  time  in  this 
University  when  we  were  not  allowed  to  find  out  the  race  or 
religion  of  students.   In  fact,  it  was  very  strongly 
prohibited.   And  now  we're  forced  to;  we're  asked,  "How  many 
minorities?  What  is  your  proportion  of  minorities?"  We 
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Just  reversed  the  situation.   This  is  going  on  in  business 
also. 

Nathan:   Do  you  feel  there  is  an  alternative  to  this  kind  of 

affirmative  action,  let's  say,  to  achieve  those  goals  but 
without  this  particular  technique? 

Grether:   It  is  preferable,  I  think- -if  one  can  get  results --to  use 
the  historic  procedure  indicating  the  limits  or  boundaries 
within  which  a  firm  or  an  institution  can  act,  rather  than 
putting  very  definite  specific  requirements  on  it.  My  worry 
is  that  if  we  continue  the  present  drift,  much  of  the 
independence  of  operation  of  not  only  universities  but 
business  firms  will  be  lost  because  of  changes  under  the 
pressure  of  fulfilling  these  very  specific  requirements. 
Some  of  this  may  derive  from  the  experience  of  the 
government  working  through  the  firms  supplying  defense  and 
military  needs;  it  could  very  well  be  a  factor  here.   There 
you  see  the  working  relationship  that  is  very  intimate,  and 
where  there  are  definite,  positive  requirements  that  must  be 
fulfilled  under  very  elaborate  rules  and  regulations,  in 
contrast  with  merely  the  negative  rules  of  competition 
policy  historically. 

Nathan:    Is  it  your  feeling  that  reforms  can  be  achieved  through  the 
boundary  setting  that  you  mentioned? 

Grether:   I  think  so,  but  even  that,  in  terms  of  the  present  context, 
involves  some  serious  difficulties.   It's  my  feeling  (and 
we'll  probably  get  into  more  of  this  as  we  advance)  that 
American  business  firms  are  making  a  mistake  in  this  whole 
area.   I  think  they're  resisting  too  strongly  certain  types 
of  what  I  would  call  structural  adjustments  which  would  and 
could  be  made  to  enhance  what  you  may  call  "the  voluntary 
rule  of  competition."  This  could,  if  effective,  make  it 
unnecessary  to  introduce  some  of  the  more  positive  or 
affirmative  types  of  requirements.   I  think  business  firms 
have  misread  some  of  this.   I  think,  as  a  matter  of  fact, 
that  some  of  this  will  emerge  in  some  of  the  things  we're 
going  to  discuss  a  little  later  this  morning. 
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Comment:   More  on  Sweden.  Ohlin.  and  Artie 


Nathan:  Just  to  go  back  a  little,  we  were  talking  earlier  about  your 
work  in  Sweden.  Was  there  a  little  more  that  you  would  like 
to  say? 

Grether:   In  terms  of  our  initial  statement,  as  I  thought  about  this, 
it  seems  to  me  I  should  emphasize  my  acquaintanceship  and 
contacts  with  Professor  Bertil  Ohlin  a  little  more,  for  a 
number  of  reasons.  One  is  that  he's  a  very  exciting  and 
interesting  man  as  a  leader  of  the  Liberal  Party,  but  also 
he's  a  very  respectable  scholar.   I'm  not  certain,  but  I  may 
have  mentioned  earlier  that  at  one  time  for  years  I  gave  a 
course  called  Theory  of  Domestic  Trade.   Much  of  that  was 
related  to  a  work  of  Professor  Ohlin' s  called  Interregional 
and  International  Trade,  because  I  used  some  of  that  type  of 
framework  for  the  discussion  of  domestic  trade  analysis 
within  this  country. 

Also,  Ohlin  visited  our  faculty  (I  think  it  was  1938), 
and  I  learned  one  thing  from  him  which  I've  used  ever  since 
and  which  I  think  is  now  general  in  our  department.  He 
never  allowed  student  papers  to  be  read  in  class;  they  had 
to  be  distributed  beforehand  to  all  members  of  the  seminar. 
I've  done  this  ever  since  because  it's  so  much  more 
efficient  than  taking  time  for  reading.   I  can  recall  some 
of  the  dull  seminars  in  which  I  sat  as  a  student,  where 
someone  would  read  a  paper  for  an  hour  or  two.  Now,  like 
everything  else  in  life,  we  have  speeded  things  up, 
especially  now  with  the  duplicating  equipment;  it's  so  easy 
to  prepare  papers  beforehand  and  have  them  distributed  so 
you  don't  have  to  take  this  boring  time  of  listening  to  the 
reading. 

When  we  were  in  Sweden,  I  recall  when  we  were  having 
dinner  at  the  Ohlins'.  He  had  been  in  Parliament  that  day, 
and  he  arrived  late.   I  was  a  little  amused,  because  we 
immediately  went  to  the  table  and  we  were  running  late.   He 
did  not  make  the  little  usual  Swedish  introductory  speech  of 
welcome  to  the  guests.   His  wife  reminded  him  of  it.  So 
everything  stopped  while  he  made  his  usual  gracious  speech 
of  welcome.   [laughter]   It  may  be  worth  recording,  too, 
that  Mrs.  Ohlin  was  the  sister  of  the  wife  of  Hegbohm,  the 
rector  of  the  school.   They  were  quite  an  interesting  pair 
of  women  whom  we  enjoyed  very  much  on  our  visits  to  Sweden. 
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Nathan: 
Grether: 


Another  thing  I  might  mention  is  that  we  have  a  member 
on  our  faculty  as  a  direct  result  of  this  visit.  When  we 
were  there  in  1953,  one  of  our  guides  at  one  time  was  a 
student  named  Roland  Artie,  when  we  were  there  in  1959  to 
attend  the  honorary  degree  celebration  in  the  City  Hall , 
Roland  Artie  was  there  receiving  his  earned  doctorate 
degree,  so  we  saw  him  there  again.   I  can  still  see  him- -he 
was  a  tall  man- -going  up  those  marble  steps,  two  steps  at  a 
time  [laughter]  rather  than  walking  with  the  usual  dignified 
tread. 

We  became  very  interested  in  Artie.   He  had  done  an 
input-output  study  for  the  city  of  Stockholm,  which  was  a 
kind  of  pioneering  study.   I  called  him  to  the  attention  of 
our  people  here,  and  in  due  time  he  arrived  on  our  faculty. 
He  tried  to  go  back  to  Sweden,  to  Gothenberg,  for  a  period, 
but  he'd  been  spoiled  here,  I  guess.   So  he  came  back  again, 
fortunately,  and  he's  one  of  the  very  strong  members  of  our 
faculty- -an  exceedingly  able  teacher,  one  of  the  most 
conscientious  teachers,  as  well  as  a  good  research  man.   He 
has  the  ideal  combination  of  teaching  and  research  interests 
and  ability. 

Was  he  interested  roughly  in  the  same  areas  as  you  are? 

No,  no.   He's  what  you'd  call  an  applied  economist  with  a 
very  strong  interest  in  urban  economics  and  development.   He 
works  with  our  applied  economics  gr ".-.{,  but  also  he's  worked 
with  our  group  in  real  estate  and  uroan  land  economics.   He 
has  a  very  good  tool  kit,  so  he  works  rather  broadly  around 
the  campus  with  other  groups,  like  in  operations  research 
and  so  on. 


Back  to  the  Attorney  General's  Committee 


Grether:   I'd  like,  if  you  don't  mind,  to  return  briefly  to  the 

discussion  of  the  attorney  general's  committee;  is  that  all 
right  with  you? 

Nathan:   Please  do. 

Grether:   I  forgot  to  mention  that  the  co-chairman  of  that  committee 
was  Judge  Stanley  N.  Barnes.   This  was  called  to  my 
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attention  by  the  Big  Game  celebration,  because  Barnes  was  up 
here,  and  he  and  the  members  of  the  Wonder  Team  were  on  TV. 

Nathan:    I  missed  that,  but  It  must  have  been  fun. 

Grether:  He  was  a  member  of  this  very  famous  group  of  Cal  players  who 
for  four  or  five  years  were  undefeated  and  put  California  on 
the  national  football  map,  so  to  speak.   It  turns  out  he  was 
also  head  of  the  antitrust  division  at  one  time  and  became 
co-chairman  of  this  National  Committee  to  Study  Antitrust 
Laws.  The  other  member  was  Professor  S.  Chester  Oppenheim 
of  the  University  of  Michigan.  They  made  a  very  good  team. 

Perhaps  I  should  add,  too,  how  this  report  was  written; 
I  may  not  have  done  that  justice.   Here  you  had  sixty 
people,  as  I  mentioned,  but  they  were  divided  up  into  task 
forces,  and  with  the  aid  of  the  staff  they  prepared  parts  of 
the  report.   These  parts  were  circulated  for  general 
comment.   Then  finally  there  was  a  general  meeting  on  each 
of  these  reports,  one  by  one.   This  debate  really  was 
entrancing  to  listen  to,  because  here's  where  the  chips  got 
down.   Often,  by  the  way,  there  were  differences,  like  split 
votes  and  that  sort  of  thing.   There  were  sixty  people,  but 
you  could  never  get  sixty  busy  people  together,  so  there 
might  be  only  thirty  or  forty  of  them  present.   There  were 
often  split  votes,  but  the  rule  was  that  the  majority  would 
rule;  but  if  a  minority  or  individual  had  very  strong 
feelings  they  could  make  brief  minority  statements.   There's 
a  bit  of  that  in  their  reports,  but  it  was  suggested  that 
these  be  de- emphasized;  otherwise  the  report  might  get  to  be 
too  voluminous . 

I  think  it  might  be  just  a  matter  of  casual  interest 
that  the  new  nominee  to  the  Supreme  Court  by  President  Ford, 
Judge  John  Paul  Stevens,  was  a  member  of  this  committee.   In 
other  words,  he  was  an  attorney  practicing  in  the  antitrust 
area,  and  is  a  judge  now  of  the  U.S.  Court  of  Appeals  in 
Chicago.  This  is  consistent,  because  President  Ford  has 
taken  a  strong  pro-competition  position,  that  the  antitrust 
laws  should  be  enforced  vigorously.  My  hope  is  that  this 
will  turn  out,  therefore,  to  be  a  good  appointment  from  the 
standpoint  of  my  sets  of  interests,  because  he  does  have 
this  background.  Actually,  on  the  committee  he  was  a  quiet 
member,  which  doesn't  mean  a  thing. 

I've  noticed  as  a  teacher  (and  this  is  why  I  always  give 
a  final  examination)  that  some  students  are  very 
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forthputting,  active  in  the  discussion,  and  there  are  always 
maybe  two  or  three  sitting  back  there  who  don't  say 
anything,  and  they  often  write  the  best  papers.   [laughter] 
It's  a  very  interesting  phenomenon;  almost  always  the  best 
paper  comes  from  somebody  who  has  been  very  inactive,  but 
he's  been  sitting  there  just  listening  and  observing, 
perhaps  enjoying,  and  has  no  urge  particularly  to  take  the 
spotlight.  My  guess  is,  as  1  recall,  that  this  applies  to 
Stevens- -that  he  was  one  of  the  quiet  members  who  would  say 
very  little  and  speak  very  briefly. 

Nathan:   Does  this  perhaps  suggest  that  there  are  different  modes  of 
expression,  some  verbal  and  some  written? 

Grether:   Exactly.   My  wife  and  I  were  talking  about  this  last  night. 
That  is,  that  the  written  mode  of  expression  is  almost 
getting  to  be  a  lost  cause  in  the  schools;  kids  are  not 
taught  to  write  anymore.   I  insist  in  my  seminars  on 
writing;  I  just  keep  saying,  "You  can't  write  too  much." 
But  the  way  things  are  going  now,  the  written  mode  of 
expression  is  going  to  suffer.   I  think  personally  that 
something  should  be  done  about  it,  because  much  is  lost  if 
you  think  merely  in  terms  of  the  other  methods  of 
expression. 
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XVII  ROLE  OF  ECONOMIC  ANALYSIS  AND  THE  DEPARTMENT  OF 
JUSTICE'S  ANTITRUST  DIVISION 


Grether:   I  would  like,  if  it's  agreeable  to  you,  to  make  reference  to 
the  meeting  of  the  Antitrust  Section  of  the  New  York  Bar  I 
attended  on  January  27,  1954,  because  it  has  reference  to 
the  next  section  of  what  we  decided  to  discuss. 


"Walking  Backward  into  the  Future" 


Grether:   This  was  a  dinner  meeting,  and  the  speaker  was  Thurlow  M. 

Gordon.   His  name  appears  as  a  member  of  the  firm  of  Cahill, 
Gordon  and  so  on  (the  rest  of  the  names  change  as  the 
partners  shift  around) ,  a  leading  firm  in  New  York  City  that 
works  heavily  in  the  antitrust  area.   I  wanted  to  mention 
this  because  it  relates  to  my  discussion  last  time  of  the 
low  esteem  of  economists  in  the  minds  of  some  lawyers,  and 
therefore  relates  definitely  to  the  main  topic  of  our 
discussion  this  morning  after  we  move  from  Mr.  Gordon. 

The.  title  of  Gordon's  address  (and  I  have  a  published 
copy  in  front  of  me  here)  was  called  "Walking  Backward  into 
the  Future."  He  stressed  what  he  called  the  utter  state  of 
confusion  in  antitrust  law,  and  especially  attacked 
oligopoly  analysis  and  economic  analysis:   "Oligopoly  is  a 
phony  who  pretends  to  be  monopoly.   Even  his  name  is 
ridiculous,  and  he  hasn't  fooled  any  of  the  judges  yet." 
That  was  in  1954.   Since  then  a  lot  of  things  have  happened, 
and  "oligopoly"  appears  regularly  in  the  cases;  it's 
accepted  both  in  law  and  economics ,  and  even  the  Supreme 
Court  a  number  of  times  has  definitely  used  this  word.   In 
fact,  I  think  as  I  recall  the  Brown  Shoe  case  written  by 
Mr.  Warren  himself--!  may  mention  this  when  we  discuss 
Mr.  Warren- -there  was  some  phrasing,  "We  must  stop  the  trend 
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toward  oligopoly,"  or  something  of  that  sort.   So  since  then 
oligopoly  is  part  of  the  verbiage  in  both  law  and  economics. 

This  was  a  very  bitter  attack  upon  the  use  of  economics. 
I'm  turning  pages  here,  and  I'll  read  a  little  verbiage  from 
it.  After  stressing  the  utter  state  of  confusion,  Gordon 
says,  "The  economists  are  the  focal  root  of  the  infection. 
They  are  the  metaphysicians  who  have  given  the  enforcing 
authorities  all  their  funny  ideas.   They  remind  me  of  the 
old  limerick: 


A  metaphysician  of  Boston 

A  painful  dilemma  was  tossed  on 

As  to  whether  'twere  best 

To  be  rich  in  the  west 

Or  poor  but  peculiar  in  Boston. 


[laughter]   Then  he  goes  on  to  say, 


The  economists  have  been  walking  backward  into 
the  future;  they  have  not  yet  entered  the  20th 
Century;  they  are  still  living  in  the  world  of 
Adam  Smith.   Adam  Smith  is  the  Aristotle  of  the 
economic  world.   He  was  born  in  the  reign  of 
George  I,  lived  most  of  his  life  in  the  reign  of 
George  II,  and  published  his  book  in  the  reign 
of  George  III  of  blessed  memory.   He  was  a  great 
figure,  but  I  feel  toward  Adam  Smith  like  the 
hardworking  New  England  woman  who  was  not 
impressed  by  the  excitement  of  the  summer 
visitor  over  the  view  from  her  dooryard. 
Looking  up  from  her  knitting,  she  said,  'That 
damn  mountain  ain't  moved  an  inch  in  the  last 
fifty  years.   I'm  sick  and  tired  of  looking  at 
it.'   [laughter]   The  world  of  Adam  Smith  no 
longer  exists;  it  has  been  superseded  by  the 
world  of  mass  production,  mass  distribution, 
modern  transportation,  swift  communication, 
nationwide  and  worldwide  markets,  and  the  strong 
pressure  of  intra- industry  and  inter- industry 
competition  through  research. 


That  ends  that. 

I  mention  this  because  it's  pertinent  to  our  next 
discussion.   But  also,  in  my  seminar  and  in  some  lectures 
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given  at  Sacramento  State  University  two  or  three  weeks  ago, 
I  mentioned  that  we  have  a  dual  bicentennial --that  Adam 
Smith's  Wealth  of  Nations  was  published  in  1776- -and  that 
the  United  States  became  the  great  success  story  of  the 
application  of  Adam  Smith's  doctrines.   I  think  it's  worth 
keeping  this  in  mind. 

The  problem  that's  suggested  here  by  Mr.  Gordon,  of 
course,  is  the  problem  of  how  to  adjust  to  the  modern  world. 
The  United  States  has  become  the  most  complex  industrial 
society  in  the  world,  and  whether  the  old  rules  can  still  be 
applied  becomes  a  very  basic  issue  that  all  of  us,  of 
course,  are  greatly  concerned  about.  All  of  this  came  to 
focus  in  a  very  curious  way.   This  next  phase  I  consider 
very  important  in  terms  of  what  I've  been  doing  ever  since. 

I  think  it  was  early  in  ' 57  or  the  end  of  ' 56  that  one 
of  our  Regents,  Judge  Victor  Hansen,  succeeded  Judge  Stanley 
Barnes  as  the  head  of  antitrust  in  Washington,  D.C.   I  had 
known  Victor  Hansen  because  as  vice  chairman  of  the  senate  I 
used  to  attend  the  meetings  of  the  Board  of  Regents. 

Nathan:   This  is  the  Academic  Senate? 

Grether:   Yes.   I  had  a  casual,  at  least  nodding,  acquaintance  with 
him.   He  called  me  and  said  here  he  was  now,  head  of 
antitrust  —  and,  incidentally,  he  didn't  have  a  very  good 
background  for  this;  he  was  a  probate  judge.   But  there's  a 
lot  to  be  said  for  bringing  a  new  broom  into  an  area  like 
this.   Anyway,  he  said  to  me,  "I  find  myself  with  a  group  of 
economists.   I  don't  know  what  to  do  with  them.   I  need  some 
advice  as  to  how  to  use  these  people,  how  to  fit  them  into 
the  organization.   Could  you  suggest  names  of  people  who 
might  make  a  study  of  this  for  me?"   I  gave  him  some  names. 

A  few  weeks  later  I  happened  to  be  attending  meetings  of 
the  Illinois  Antitrust  Bar  in  Chicago,  a  very  dramatic 
meeting  because  [Gerhard]  Gesell,  who  later  became  the  judge 
in  the  Watergate  cases ,  who  was  then  the  attorney  who  had 
represented  duPont  in  the  famous  Cellophane  case,  was 
debating  with  Professor  George  Stocking,  an  economist  on 
that  case.   Stocking  felt  that  the  results  should  not  have 
occurred,  and  Gesell  had  been  the  attorney  who  brought  about 
the  results  so  far  as  the  victory  for  the  company. 

It's  an  exceedingly  interesting  story,  and  I  often 
suggest  to  my  students  that  they  ought  to  read  Gesell 's 
analysis  of  how  they  went  about  doing  the  work  and  preparing 
the  materials  on  that  duPont  Cellophane  case,  because  it 
involved  a  very  basic  issue,  and  that  is  the  definition  of 
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the  line  of  product,  line  of  commerce,  or  of  the  market. 
Gesell  succeeded  in  convincing  the  court  that  the  market  was 
not  cellophane  but  flexible  wrapping  materials.   That 
brought  a  whole  spectrum  of  products  into  the  analysis; 
therefore  the  company  had  only  a  small  proportion  of  the 
market. 

We  needn't  go  into  this  now,  except  that  it  indicates 
some  things  that  have  been  very  basic  in  my  thinking.   It's 
this  type  of  problem  that  I  find  very  intriguing,  and  I  have 
a  great  collection  of  materials  on  this  one  issue  alone --the 
definition  of  the  market,  for  example. 


Assignment.  Colleagues,  and  Consultants 


Grether:  Well,  at  this  Chicago  meeting,  Hansen  was  there  and  I 

happened  to  be  there,  and  he  talked  to  me  again.   He  said, 
"As  I  go  on  to  these  people,  they  suggest  that  you  ought  to 
make  this  study  for  me."   [laughter]   So  we  talked  about  it. 
I  said,  "Yes,  I'll  do  this,  provided  I  can  have  someone  in 
the  eastern  part  of  the  United  States  associated  with  me, 
because  it's  a  long  distance  from  Berkeley  to 
Washington,  D.C." 

Nathan:   Was  there  a  specific  problem  that  he  was  focusing  on? 

Grether:  The  use  of  economists  and  economic  analysis.   This  was  his 
problem  because  he  found  himself  with  a  group  of  economists, 
and  he  was  a  lawyer;  he  didn't  know  what  to  do  with  them, 
and  he  wanted  some  advice  on  this.  As  it  turned  out, 
Professor  Carl  Kaysen  of  Harvard  was  willing  to  work  with  me 
on  this.   Carl  Kaysen  at  that  time  was  teaching  in  the  field 
of  industrial  organization  in  the  Economics  Department  at 
Harvard.  He  often  had  worked  with  Professor  Donald  Turner 
of  the  Law  School  at  Harvard.   I  have  with  me,  for  example, 
the  book  which  came  out  after  our  study,  by  Kaysen  and 
Turner,  called  Antitrust  Policy  and  Legal  Analysis.   He  was 
working  along  these  lines  and  was  a  leading  scholar  in  the 
field,  and  a  very  able  man.   I  felt  I  was  very  fortunate 
that  he  was  willing  to  be  associated  in  this  project. 

Also,  Judge  Hansen  agreed  to  give  us  a  little  consulting 
panel.   One  was  Professor  Joe  S.  Bain,  who  was  a  leading 
scholar  in  this  field  in  the  Economics  Department  here  and 
who  has  just  retired  from  our  faculty.   (When  I  speak  of 
this,  I  realize  how  old  I  really  am,  although  I  don't  seem 
to  feel  that  way.   People  who  are  juniors  like  this  have 
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already  retired.)  And  also  on  the  panel,  surprisingly 
enough,  was  Professor  Andreas  Papandreou,  who  was  chairman 
of  the  Economics  Department  in  Berkeley  at  the  time. 
Papandreou  had  written  a  book  on  competition  policy  with 
Professor  John  T.  Wheeler,  who  is  now  on  our  faculty,  when 
they  were  both  working  on  the  faculty  of  the  University  of 
Minnesota.  He  had  an  interesting  background  and  he  was  a 
very  able  type  of  person. 

What  happened  was  that  Kay sen  and  I  visited  in 
Washington.   We  interviewed  the  lawyers  and  some  of  the 
economists  in  the  division,  and  the  top  people.   We  visited 
a  few  of  the  field  offices.   I  paid  considerable  attention 
to  the  San  Francisco  field  office  of  the  Department  of 
Justice.   You  see,  this  was  an  issue  in  the  Antitrust 
Division  of  the  Department  of  Justice,  so  the  record  is 
clear.   How  should  the  economists  who  were  in  that  division 
be  employed?  What  was  their  role  and  the  role  of  economic 
analysis  in  the  division? 

I  don't  think  one  could  have  asked  for  a  better 
opportunity  or  a  better  assignment  in  terms  of  my  own  sets 
of  interests,  because  this  got  me  inside  the  division  to  see 
how  it  operated.  What  we  found  was  that  there  was  a  small 
group  of  economists- -about  25  to  28  in  number- -and  they 
represented  about  12  percent  of  the  total  professional  staff 
of  the  division.   They  really  had  relatively  low  stature; 
the  lawyers  were  the  leading  people. 

This  is  not  surprising.  After  all,  we're  dealing  here 
with  law  and  regulation.   So  it's  to  be  assumed  the  lawyers 
would  have  the  leading  role ,  but  the  lawyers  thought  of  the 
economists  pretty  much  as  statistical  clerks.   When  they  got 
a  case,  they  could  ask  for  an  economist  to  come  to  prepare 
the  data  for  them  and  so  on,  and  if  necessary  perhaps 
present  it  in  the  court  record.   But  the  economists  were  not 
at  the  top  policy-making  level  at  all  in  the  functioning  of 
the  division.   Because  of  the  shortage  of  space,  they  even 
were  housed  separately,  twenty  minutes  across  town,  so  they 
had  to  come  to  work  on  a  bus  rather  than  being  in  the  same 
building  with  the  lawyers.   It  was  a  kind  of  second-class 
type  of  situation.   Also,  the  economists  on  the  whole  didn't 
have  quite  the  same  professional  background  and  training  as 
the  lawyers,  and  relative  to  economists  employed  in  the 
universities  they  were  a  cut  or  two  below  what  you'd  find; 
in  other  words,  very  few  of  them  could  have  had  a  position 
at  a  leading  university.  This  was  to  be  expected  under  the 
working  conditions  present  there. 
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Now,  you  can  see  some  problems.   Here  are  two 
economists,  who  have  a  bias  toward  the  use  of  economic 
analysis  and  toward  their  friends  in  their  profession,  being 
asked  to  look  into  this  situation.  We  rendered  what  was 
supposed  to  have  been  a  confidential  report.  We  made  some 
special  studies.   For  instance,  Joe  Bain,  at  our  request, 
made  a  study  of  the  antitrust  cases  right  from  the  beginning 
down  to  date,  to  have  them  classified.  He  discovered  that 
most  of  the  cases  were  what  you'd  call  "simple  conduct 
cases."  Relatively,  there  were  not  very  many  so-called  big 
cases  in  the  area  of  concentrated  industry.   He  found  also 
that  if  you  scattered  these  cases  around  the  framework  of 
American  industry,  there  was  not  consistent  coverage. 


Complaints  and  Enforcement 


Grether:   The  whole  enforcement  procedure  was,  for  the  most  part,  in 
terms  of  complaints.   If  someone  has  a  complaint,  he 
registers  with  the  field  office  or  with  the  Department  of 
Justice;  or  better  still,  he  goes  to  his  congressman  or 
senator  and  they  make  a  complaint.   The  latter  probably  is  a 
very  important  source  of  actions,  because  the  congressman  or 
senator  calls  up,  and  these  are  the  people  who  vote  the 
funds;  they're  apt  to  get  some  interest. 

There  was  no  general  program  of  enforcement. 

Nathan:   Did  the  agency  itself  not  go  on  its  own  motion  or  initiate 
investigations? 

Grether:   For  the  most  part  not.   It  could,  and  sometimes  there  would 
be  special  laws  asking  for  studies,  as  Congress  would 
request  certain  types  of  investigations  to  be  made.   But  for 
the  most  part,  enforcement  was  in  relation  to  specific 
complaints  which  would  be  looked  at,  sifted,  and  then  it 
would  be  decided  to  take  an  action,  say,  in  a  certain 
direction,  and  other  areas  were  overlooked. 

Obviously,  as  might  be  predicted  in  the  face  of  this,  we 
did  certain  things.   For  one  thing,  we  pointed  out  this  lack 
of  a  programmatic  approach,  and  suggested  that  it  would  be 
desirable  to  change.  Also,  we  looked  at  the  research 
reports  prepared  by  the  economists --in  fact,  I  had  a  bunch 
of  them  in  this  room  for  a  while,  stacked  up  here  —  and  we 
found  there  was  no  framework  of  analysis.   These  were  all 
spot  jobs;  a  problem  arose,  so  an  economist  prepared  some 
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data,  but  there  was  no  evident  framework  into  which  these 
fit. 


Recommending  a  Framework  (1957) 


Grether:  We  noted  this,  and  said  as  of  that  time  the  framework  used 

by  the  scholars  in  the  field  of  industrial  organization,  the 
so-called  market -structure  conduct -performance  framework, 
could  be  helpful.   1  stress  this  because,  actually,  this  has 
happened.   It  reached  a  peak  when  Donald  Turner,  the  co 
author  with  Carl  Kaysen  of  the  volume  Antitrust  Policy. 
became  assistant  attorney  general  in  charge  of  antitrust. 
This  was  the  view  that  appeared  also  in  the  volume. 

Also  we  suggested  that  the  number  and  quality  of 
economists  should  be  enhanced.   We  suggested  maybe  a 
20  percent  increase  in  the  number  of  economists,  but  that 
definite  efforts  should  be  made  to  improve  their  quality  and 
to  give  them  a  higher-level  role,  including  a  role  in  the 
selection  of  cases  and  in  the  determination  of  the  remedies 
for  cases,  to  bring  them  into  the  top  decision-making 
processes  of  the  division. 

Maybe  I  could  just  read  something  here  to  indicate  the 
flavor  of  some  of  this.   This  is  merely  from  the  cover 
letter  of  our  report,  dated  November  9,  1957,  when  we 
entered  our  report.   We'd  been  working  for  a  year  and  a  half 
or  two  years.   The  timing  is  rather  strategic  here.   For 
example,  in  the  cover  letter  we  say, 


In  the  main,  there  has  been  an  overstress  on  the 
relatively  simple  conduct  type  of  cases  to  the 
partial  exclusion  of  the  more  difficult  and 
important  economic  cases  in  large,  powerful, 
concentrated  industries.   This  outcome  is  partly 
the  result  of  the  reliance  upon  complaints  as  a 
basis  for  action,  but  it  also  stems  from  the 
lack  of  structured  general  programming.   Hence, 
we  suggest  a  framework  of  analysis,  criteria, 
and  procedures  for  keeping  the  economy  under 
systematic  scrutiny  as  a  means  of  more  effective 
selection  of  cases.   We  believe  that  this  type 
of  scrutiny  basically  is  a  matter  of  economic 
analysis,  although,  of  course,  there  must  be 
offensive  conduct  in  the  legal  sense  as  a  basis 
for  action.   More  adequate  economic  analysis  in 
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the  selection  and  prosecution  of  cases  and  in 
the  consideration  of  possible  relief  measures 
should  make  for  much  more  effective  antitrust 
enforcement . 


Then  down  below  we  say  this  also, 


It  is  our  considered  view  that  the  use  of 
economists  and  economic  analysis  in  antitrust 
enforcement  is  now  substantially  below  a 
reasonable  optimum  level.  Antitrust,  next  to 
fiscal  and  monetary  policy,  is  our  most 
important  general  form  of  regulation  in  this 
country.   Now  above  all  it  is  highly  important 
to  strengthen  the  uniquely  American  reliance 
upon  private  decision-making  and  the  free  market 
as  a  basis  for  organizing  most  of  economic 
activity. 


Newsleak.  and  a  Speech  to  the  Illinois  Bar 


Grether:   I  don't  think  I  need  to  go  into  the  report  in  detail  because 
this  indicates  the  nature  of  it,  and  most  of  it  is  supposed 
to  be  confidential  because  it  dealt  with  personnel  matters. 
But  then  something  surprising  occurred,  something  almost 
inexplicable.   Here  is  a  very  yellowed  copy  of  the  Wall 
Street  Journal,  dated  June  27,  1958. 

Nathan:   That  was  about  six  months  later? 

Grether:  Yes.   There's  the  lead  story,  that  is  always  on  the 

righthand  side  of  the  Journal:   "Antitrust  Brain  Trust:   It 
Aims  to  Redesign  Basic  Industry,  Skip  Minor  Policing  Jobs. 
A  Host  of  Economists  Would  Join  with  Lawyers  in  Preparing 
Court  Attacks.   Will  Hansen  Go  Whole  Hog?"   [laughter] 

Nathan:    It  makes  you  sound  a  little  like  Attila  the  Hun. 

Grether:  Yes.   [laughter]  After  you  get  past  the  headlines,  the 
discussion  is  not  too  bad. 

Someone  leaked  this  report.   Whether  it  was  one  of  these 
things  that  just  happens,  or  whether  it  was  by  design- -my 
guess  is  that  someone  wanted  to  have  a  leak  here  to  put  up  a 
trial  balloon.   For  instance,  it  says  here  in  one  paragraph, 


425 


"A  Justice  Department  official  describes  the  basic  idea  as  a 
•dice  'em  and  slice  'em  policy'.   Says  he,  'They  want  us  to 
pay  more  attention  to  redesigning  basic  industries  and  less 
to  simple  violations  of  the  law'." 

The  fat  was  in  the  fire,  you  can  guess.  We  began 
hearing  from  people  around  the  country.   I  needn't  go  into 
that. 

Nathan:   Will  you  interpret  "dice  'em  and  slice  'em"  for  me?  I  don't 
quite  know  what  they're  saying. 

Grether:  Just  cutting  up  the  ham. 

Nathan:  Oh- -the  industries. 

Grether:  Yes,  cut  up  the  firms  —  dice  'em  and  slice  'em,  you  know. 

Nathan:  I  see.   It  is  a  good  phrase. 

Grether:   Shortly  thereafter  I  had  a  call  from  whoever  arranges  the 
programs  for  the  Antitrust  Division  of  the  Illinois  Bar, 
suggesting  that  Carl  and  I  would  be  interesting  speakers  for 
a  program.   I  called  Kaysen,  and  he  was  not  interested. 
(Kaysen,  by  the  way,  is  a  diffident  type  of  man,  very  able. 
He  became  director  of  the  Advanced  Studies  Institute  at 
Princeton,  as  you  may  know.   He's  had  some  problems  there. 
I'm  not  sure  he's  there  anymore,  because  a  couple  of  years 
ago  something  happened  within  that  organization  that  put  him 
under  very  great  pressure.   It  has  nothing  to  do  with  this 
at  all,  because  he  moved  into  a  different  career  entirely 
after  spending  some  time  in  Washington.) 

I  accepted  this  invitation  to  speak  before  a  dinner 
meeting  of  the  Illinois  Bar.   It  as  one  of  the  most  dramatic 
things  that  ever  happened  to  me . 

Nathan:   Did  you  feel  that  this  would  be  essentially  an  unfriendly 
audience? 

Grether:   Oh,  yes,  it  was.   Oh,  yes.   When  I  arrived  there,  during  the 
usual  cocktail  period,  practically  no  one  spoke  to  me.   The 
chairman  of  the  meeting  and  I  stood  there,  and  very  few 
people  came  up.   When  finally  I  was  introduced,  it  was 
simply  "slice  'em  and  dice  'em  Grether." 

Nathan:    [laughter]  That's  a  nonpartisan  approach. 
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Grether:  Yes.   So  it  was  clearly  an  unfriendly  situation.   To 

understand  this  you  have  to  realize  that  most  of  the  people 
would  be  practicing  lawyers  who  were  present. 

Nathan:   And  they  were  mostly  corporation  lawyers? 

Grether:   Sure.   Well,  I  guess  it's  something  in  my  makeup;  I  like 

this  kind  of  a  situation.   So  rather  than  mincing  words,  I 
made  a  hard-hitting  talk.   I  have  a  copy  of  it  here;  it  was 
printed  then  in  the  Antitrust  Bulletin  published  by  the 
Illinois  Bar.   It's  called  "Economic  Analysis  in  Antitrust 
Enforcement."   I  begin  as  follows: 


To  begin  with,  I  wish  to  express  appreciation 
for  the  invitation  to  meet  with  the  members  of 
the  Antitrust  Section  of  the  Illinois  Bar.   Two 
years  ago  I  was  with  you  as  a  guest  and 
listener.  This  time,  unfortunately  for  my  own 
enjoyment,  I  must  sing  for  my  supper. 


The  thing  I  was  referring  to  was  the  Gesell  discussion  that 
I  mentioned  earlier,  about  the  Cellophane  case. 


I  realize  that  your  interest  in  the  topic 
assigned  to  me  is  not  merely  general  and 
academic,  but  arises  out  of  a  report  on  this 
subject  with  Professor  Carl  Kaysen-- 


--and  so  on.   So  I  moved  directly  into  this  Wall  Street 
Journal  story  and  made  a  very  strong  pitch,  at  least  in  my 
terms,  for  increasing  the  quantity  and  quality  of  economic 
analysis  in  antitrust  enforcement.  Now,  one  should  keep  in 
mind  this  whole  problem- -the  relatively  low  esteem  of 
economists  in  the  minds  of  many  lawyers.   I  continued, 


My  thesis  this  evening  is  simply  that  antitrust 
activity  on  both  the  public  and  private  sides 
needs  more  and  better  and  not  less  economic 
evidence  and  analysis.   But  there  must  be 
significant  improvement  in  two  directions  in  the 
use  of  economic  analysis.   First,  the  facts  and 
data  need  to  be  collected  and  presented  in  a 
more  systematic,  analytical  framework.   Second, 
within  this  framework  we  need  a  much  more 
realistic  knowledge  and  grasp  of  the  nature  of 
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business  decision-making,  policies,  strategies, 
and  behavior. 


That,  by  the  way,  is  my  general  position. 

There's  no  use  running  through  this  paper;  it's 
available  if  one  wished  to  extend  this  part  of  the  report. 
Perhaps  one  or  two  statements  in  the  nature  of  sum-up.   I 
referred,  by  the  way,  to  this  speech  by  Thurlow  Gordon, 
"Walking  Backwards  into  the  Future , "  because  I  knew  some  of 
the  people  there  would  have  been  at  that  same  dinner  meeting 
and  also  were  aware  of  that  point  of  view.   I  referred  to 
something  I  didn't  mention  previously- -that  Mr.  Gordon 
praised  people  on  the  faculty  of  graduate  schools  of 
business  for  their  lively,  realistic  understanding,  in 
contrast  with  that  of  other  people.   So  I  pointed  out  that  I 
was  in  a  very  difficult  position,  that  I  was  both  an 
economist  and  a  dean  of  a  school  of  business. 

In  any  event,  I  took  a  very  strong  position  for 
enhancing  the  amount  and  quality  of  economic  analysis,  and  I 
took  a  more  or  less  optimistic  view  that  things  were 
improving.   For  instance, 


There  is  now  reason  to  believe  that  the  gap  is 
being  bridged  between  formal  theory  and  business 
realities,  and  fortunately  the  foundation  piers 
are  being  pushed  out  from  both  banks. 
Economists  have  been  developing  more  realistic 
theories  of  and  adaptations  of  the  theories  of 
competition,  and  scholars  concerned  with 
business  policies,  strategies,  and  decision- 
making  are  developing  general  analytical  frames 
of  reference  and  well -reasoned  interpretations 
and  theories  of  and  for  business  decision- 
making.   One  cannot  be  certain  as  yet,  but  it  is 
very  likely  we  shall  have  in  the  foreseeable 
future  a  much  more  adequate  basis  for 
describing,  appraising,  and  guiding  business 
behavior  in  relation  to  the  tests  and 
requirements  of  active  competition. 


1  think  I  can  say  safely  that  I  couldn't  have  been  more 
right,  because  this  has  been  happening,  not  because  I  said 
it,  but  it  was  inherent  almost  in  the  drift  of  things. 
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An  interesting  thing  here  was  that  at  the  end  of  the 
meeting  a  number  of  people  came  up  and  said  they  enjoyed  it, 
and  there  were  four  lawyers  who  asked  if  I'd  be  willing  to 
advise  them  in  their  work. 

Nathan:   How  fascinating. 

Grether:   It  was,  indeed.  One  of  them  was  named  Daniel  Walker,  who's 
now  [1975]  the  governor  of  Illinois.  He  was  in  private 
practice.   I  did  work  with  Dan  Walker  on  the  Consolidated 
Foods  case  as  an  economist.   So  that  was  an  interesting 
outcome . 

Nathan:   That  must  have  been  quite  an  experience,  to  confront  them, 
in  a  sense. 

Grether:   Yes,  it  was  kind  of  a  confrontation  type  of  thing.   My  view 
is  that  you  can  hit  it  straight  on  when  you  get  in  that  kind 
of  a  situation.   The  results  were  really  quite  surprising. 


Oligopoly  as  a  Defense//// 


Grether:   You  probably  gather  from  what  I've  said  so  far  that  I  was 
always  a  bit  annoyed  by  the  attitude  taken  by  lawyers  in 
working  with  economists,  especially  in  the  Department  of 
Justice  and  in  general.   From  that  standpoint,  I  might  put 
in  a  few  more  words  from  this  Illinois  speech.   I  said,  for 
example , 


Economists  in  the  private  cases  as  well  as  on 
the  government  side  are  chiefly  handmaidens  of 
the  lawyers,  albeit  a  bit  high  priced,  as 
handmaidens  should  be.  [laughter]   Antitrust  has 
been  the  lawyers'  domain.   Antitrust  lawyers 
still  tend  to  think  of  economists  as  possible 
expert  witnesses  in  antitrust  cases,  not  as 
equals  on  a  team,  or  even  as  advisors  or  as 
statistical  clerks.   But  twenty  or  more  years 
ago ,  lawyers  and  the  courts  were  beginning  to 
learn  the  new  economic  vocabulary  in  analysis  of 
oligopoly,  or  competition  among  the  few,  which 
is  providing  illumination  to  the  most  difficult 
area  of  antitrust  policy. 
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Nathan: 


Grether: 


It's  worth  recording  here,  by  the  way,  that  things  moved 
rather  quickly.  When  the  lawyers  discovered  oligopoly  and 
its  meaning,  they  discovered  it  might  be  a  possible  defense 
in  price  agreement  cases .   In  other  words ,  a  group  of  firms 
is  charged  with  having  entered  a  price  agreement,  and  there 
is  only  a  small  number  of  them.   It  might  be  a  defense  to 
say  that  this  is  merely  independent  action  based  upon  the 
recognition  of  their  interdependence,  however;  that  if  one 
made  a  move ,  the  other  competitor  would  immediately  have  to 
match  the  move.   Therefore  they  all  tend  to  restrain 
themselves  and  hold  at  the  same  price  level. 

This  is  one  of  the  most  difficult  aspects  of  antitrust 
cases  when  they  get  into  court  so  far  as  judges  are 
concerned:   to  be  able  to  know  when  the  firms  were  actually 
remaining  independent,  where  there  was  nothing  in  the  nature 
of  a  formal  overt  agreement,  because  it  takes  formal  action 
to  provide  basis  for  a  case.   Independent  action,  even 
though  it  happens  to  be  the  same  as  that  of  a  competitor- -in 
law  this  was  called  conscious  parallelism;  the  lawyers 
understood  this  perfectly. 

For  instance,  there's  a  man  in  San  Francisco  who  is  now 
a  judge  and  a  senior  member  of  the  bar.  He  was  a  student  in 
the  Law  School  here.   He  brought  me  a  paper  which  he'd 
written  as  a  member  of  the  Law  Review,  in  which  he  was 
arguing  that  conscious  parallelism  should  be  actionable  in 
law.   Well,  it  still  isn't.   In  other  words,  there  must  be 
some  indication  of  something  overt,  some  evidence  of 
agreement  among  the  firms . 


A  few  phone  calls  wouldn't  be  evidence? 
a  document? 


It  would  have  to  be 


It  depends  upon  the  nature  of  the  phone  calls.   For 
instance,  in  back  of  me  here,  among  my  materials,  is  an 
opinion  by  Judge  Alfonso  Zirpoli  in  the  Wallboard  case.  It's 
a  long,  60-page  opinion,  most  surprising  for  a  local  court 
opinion.   It  has  two  parts;  one  had  to  do  with  the  Robinson- 
Patman  Act,  which  is  a  kind  of  anachronism  in  the  antitrust 
area.  Under  the  Robinson- Patman  Act,  one  cannot  give  lower 
prices  to  customers  who  are  competitors  in  the  same  market 
area  unless  there  is  cost  justification  or  unless  one  is 
meeting  competition,  because  this  would  be  called  price 
discrimination. 

It's  allowable,  in  order  to  protect  yourself  under  the 
Rob ins on -Patman  Act,  to  call  up  your  competitor  and  say, 
"Did  you  give  this  kind  of  a  price  quotation?"  So  you  can 
talk  to  him  in  that  case.   That's  so-called  "price 
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verification,"  and  that  appears  in  Judge  Zirpoli's  opinion 
in  the  Wallboard  cases.  He  said  there  was  no  basis  for  a 
violation  there. 

But  when  you  get  under  the  Sherman  Act,  Sections  1 
and  2- -that  is,  the  prohibitions  against  restraint  of  trade 
and  against  monopolization- -then  it's  a  different  type  of 
situation.   The  Robinson- Patman  Act  is  an  amendment  to  the 
Clayton  Act,  not  to  the  Sherman  Act,  and  the  Clayton  Act  was 
an  amendment  to  the  Sherman  Act.   In  economic  analysis,  the 
price  is  the  center  of  the  analysis,  and  antitrust  stems 
from  economic  analysis.   So  price  is  sacrosanct;  you  can't 
touch  price.   Anything  that  competitors  could  do  that  would 
suggest  any  arrangement  affecting  price  would  be  a  so-called 
per  se  violation  of  the  antitrust  laws. 

Now  you  see  the  problem  of  oligopoly.   There  are  three 
competitors  selling  a  relatively  standard  product.   They 
have  to  have  about  the  same  prices  openly.   They  might  do 
secret  manipulation,  but  even  that  would  eventually  get 
known  through  the  customers.   So  there's  a  certain  tendency 
there  under  oligopoly  for  prices  to  be  less  flexible,  not  to 
shift.   Always  you  have  to  make  allowances  for  the  special 
circumstances.   Oligopoly  is  not  a  simple  phenomenon;  it 
takes  so  many  forms.  Actually,  one  needs  to  make  a  very 
careful  analysis  of  what  I  call  the  structure  of  the  market, 
both  the  buying  and  selling  sides,  as  a  basis  for  judging 
the  nature  of  the  price  and  other  aspects  of  behavior  as 
between  the  competitors,  and  that's  what  is  going  on. 

This  leads  me  to  make  an  observation  that  represents  at 
least  my  present  position  of  what  I  see  emerging  in  this 
area.  The  type  of  thing  that  Carl  Kaysen  and  I  recommended 
in  our  report  actually  became  pretty  well  widely  practiced 
in  the  Department  of  Justice  and  in  the  Federal  Trade 
Commission  (not  because  we  recommended  it) .   What  I  heard 
was  that  every  time  there  was  a  new  assistant  attorney 
general,  he'd  dust  off  our  report.   But  when  that  dusting 
took  place  by  Donald  Turner,  who'd  been  the  collaborator 
with  Carl  Kaysen,  that  was  a  little  different.   [laughter] 
He,  for  example,  brought  in  visiting  economists- -brilliant 
young  men  who  would  work  with  him. 

Market  structure  analysis  has  become  widely  employed  in 
antitrust  enforcement  on  the  government  side  and  also  on  the 
private  side,  and  this  is  of  the  essence.   But  in  these 
learning  processes- -and,  by  the  way,  they're  very  expensive 
learning  processes--!  can't  imagine  any  education  being  as 
expensive  as  through  the  adversary  procedures  in  courts.   I 
shudder  to  think  of  what's  going  on  in  the  IBM  case,  where 
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they  have  a  whole  building  full  of  documents,  where  they 
have  hordes  of  lawyers  and  economists  and  staff  working 
collecting  the  basic  documents.  Then  there  is  the  problem 
of  putting  all  this  together  and  interpreting  it  and 
presenting  it  to  the  court.   These  get  to  be  great  show 
pieces.  But  it's  all  a  very  expensive  process,  in  contrast 
with,  say,  the  processes  of  scientific  research.   In  any 
event,  this  is  what  is  going  on. 


Position  of  the  Economist 


Grether:   Here  is  where  I  think  we  are  now.   In  the  early  period,  when 
people  like  myself  stressed  the  high  importance  of  having 
more  and  better  economic  analysis,  it  turns  out  we  were 
right  along  the  line  of  the  developments  that  have  occurred, 
and  this  is  taking  place.   In  all  these  cases  now, 
economists  are  being  employed  by  both  sides,  and  the  level 
of  analysis  has  been  enhanced  very  much.   I  think  it's 
almost  amusing  to  see  what  happens;  everybody  has  an 
economist  who's  advising. 

But  they  don't  always  do  as  I  suggested;  that  is, 
sometimes  they'll  bring  in  the  economists  too  late.   From  my 
point  of  view,  in  a  complex  action  the  economist  should  be 
there  right  from  the  start  and  be  exposed  to  what  is  known. 
He  also  ought  to  advise  as  to  what  evidence  should  be 
collected  as  a  basis  for  making  an  adequate  and  appropriate 
analysis  of  the  problem. 

As  these  cases  have  developed,  what  is  occurring,  as  I 
see  it,  is  that  increasingly  the  executives  or  top 
management  of  the  firms  are  being  deposed.   They  are  being 
brought  into  court  as  witnesses  to  explain  their  policy  and 
actions --in  other  words,  to  explain  the  practices  of  the 
firm  as  developed  under  the  policies  of  staff,  laid  down  by 
the  top  management  or  other  management,  depending  upon  the 
level  of  the  action. 

To  explain  this,  perhaps  I  should  point  out  that  there 
was  a  phase  here  where  some  people  over -emphasized  the 
ability  to  predict  the  conduct  of  the  firms  and  the 
performance  results  from  market  structure.   Last  night  in  my 
seminar  I  read  from  the  little  volume  by  Professor  Caves  at 
Harvard.   I  guess  I  put  it  back  on  the  shelf,  but  let  me  get 
it;  it  just  illustrates  the  nature  of  the  problem,  and  I  can 
talk  as  I  walk  here.   This  little  booklet  is  called  American 
Industry:   Structure.  Conduct.  Performance,  by  Richard 
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Caves,  who's  professor  at  Harvard  in  economics,  a  very  able 
man.   This  paperback  is  a  kind  of  a  brief  summary  of  Joe 
Bain's  mammoth  work  in  the  field  of  industrial  organization. 


The  Market  Structure  Approach 


Grether:   On  page  16  here,  I  read:   "Market  structure  is  important 

because  it  determines  the  behavior  of  firms  in  the  industry, 
and  that  behavior  in  turn  determines  the  quality  of  the 
industry's  performance." 

Notice  that  this  would  represent  what  I've  often  called 
objective  determinism;  that  is,  if  you  had  the  facts  of  the 
market  structure  you  could  predict  the  consequent  results 
from  these  objective  facts.   These  facts  tend  to  be  the  size 
and  size  distribution  of  the  producers  or  sellers,  the  size 
and  size  distribution  of  the  buyers,  the  degree  of  product 
differentiation,  the  condition  of  entry  into  the  industry, 
and  things  of  that  sort.   In  other  words,  these  are  "he 
objective  factors  that  delineate  the  setting  of  the  market 
action.   The  position  taken  here  is  that  you  can,  from  these 
structural  conditions,  predict,  then,  the  market  action. 
This,  you  see,  is  an  exceedingly  strong  position  and,  by  the 
way,  it  runs  through  much  social  science  and  I  suspect  other 
science. 

Nathan:   You're  saying  it's  not  quite  that  direct  and  simple? 

Grether:   What  we've  learned  now  is  that  this  is  too  clear-cut,  too 

simple,  that  very  rarely  can  you  predict  business  policy  and 
decision-making  and  the  performance  results  as  simply  as 
this  suggests,  because  if  you  could  do  this,  then  all  you'd 
do  is  change  structure. 

Much  of  antitrust  started  moving  in  this  direction, 
making  structural  adjustments  in  order  to  affect  the 
behavior  and  the  performance  results,  and  in  order  to 
enhance  competition.   It's  because  of  the  stress  placed 
along  these  lines  that  the  so-called  market  structure 
approach  got  into  very  bad  repute  with  much  of  American 
industry,  especially  because  there  was  heavy  stress  upon 
economic  concentration.  The  nature  of  the  concentration  for 
four  firms,  eight  firms,  twelve  firms,  twenty  firms,  is 
always  part  of  the  presentation  of  the  data,  and  it  was 
assumed  that  there  was  a  simple  linear  relationship  between 
the  number  of  firms  and  the  degree  of  market  or  monopoly 
power  —  one  or  two  firms,  high  market  power  and  high  profits, 
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therefore.   As  the  number  increased,  there 'd  be  an  increase 
in  competition.   But  as  these  cases  have  come  along,  and  as 
there  have  been  more  and  more  studies  by  professional 
economists  and  others,  it's  clear  that  this  is  an  over 
simplification. 

As  a  good  example,  I  have  before  me  a  letter  from 
Donald  N.  Thompson,  one  of  my  former  students,  who's  now 
director  of  research  for  the  Royal  Commission  on  Corporate 
Concentration  of  Ottawa,  Canada.   He  sends  me  a  copy  of  the 
brief  presented  by  Professor  Richard  E.  Caves  before  this 
commission.   (This  came,  by  the  way,  through  Syracuse, 
because  there's  been  a  postal  strike  in  Canada;  he  must  have 
sent  this  across  the  line  with  somebody  going  to  New  York, 
and  thus  it's  postmarked  Syracuse.) 


Significance  of  Decision  Variables 


Grether:  Well,  I  was  very,  very  interested  to  see  this  brief,  and  to 
see  how  it  relates  to  this  position.   It's  clear  that  Caves 
has  modified;  he's  not  nearly  so  strictly  an  objective 
determinist.   What  seems  to  be  emerging,  and  it's  definitely 
true  of  my  own  thinking,  is  that  one  must  begin  with  market 
structure  analysis.   It  does  indicate  the  setting  of  the 
market  action,  but  one  can  normally  not  get  a  full 
interpretation  of  what  occurs  merely  from  these  structural 
variables.   The  next  step  must  involve  going  inside  the 
firm,  especially  a  large,  powerful  firm,  and  looking  at  the 
decision  variables,  so  to  speak. 

In  other  words,  look  at  the  policy  decision  processes  of 
the  firm,  because  there  is  a  continuing  interaction  between 
the  structural  factors  and  the  firm  related  factors, 
especially  in  the  case  of  large,  powerful  organizations.   If 
a  firm  makes  a  move  that's  successful,  its  success  will 
affect  the  structure  for  the  next  round  of  moves,  and 
influence  the  competitors.   There's  a  continuing  interaction 
factor  here.   This  is  the  present  state  of  the  art. 

What  it  means  to  me  is  this:   I  was  saying  a  few  years 
ago  that  we  need  more  and  better  economic  analysis.   My 
present  position  is:   We  need  more  and  better 
interpretations  of  the  business  decision  processes  before 
our  courts  as  a  means  of  interpreting  this  area  of  business 
organization  and  decision-making.  This  will  require  a  lot 
of  work,  because  if  it  was  difficult  to  improve  economic 
analysis,  it  will  be  even  more  difficult  to  do  this  job 
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Nathan: 
Grether: 


properly, 
lawyers . 


Why?  Because  this  must  occur  through  the 


The  lawyers- -I'm  getting  a  bit  excited  here,  but  I 
believe  this  so  strongly- -the  lawyers  are  trained  in 
adversary  procedures,  not  in  social  science  objective 
research.   Their  job  is  to  win  the  case  for  their  clients. 
Also,  they're  always  looking  at  the  precedents,  because  the 
law  is  never  established  until  there 've  been  a  number  of 
court  cases,  and  they  have  to  worry  about  precedents  in  the 
court  cases.   The  lawyers  are  so  worried,  when  the 
executives  are  deposed  or  if  they  appear  on  the  witness 
stand,  that  they'll  say  the  wrong  thing  in  terms  of 
precedents.   The  result  is  that  there's  a  tendency,  I  think, 
to  put  these  people  under  wraps . 

So  they're  not  able,  really,  to  give  the  full  statement? 

That's  my  feeling.   It's  just  like  when  they  wanted  the 
economists  to  come  in.   For  instance,  I've  had  lawyers  say 
to  me  in  these  oligopoly  situations,  "Can't  you  go  in  and 
just  say,  'Look,  it's  an  oligopoly  situation,  and  therefore 
what  they  did  was  perfectly  normal  for  independent  behavior 
under  this  type  of  market  structure'?"  I  said,  "Well  it's 
not  that  simple.   You  can't  just  say  it  like  that."  They're 
so  worried  that  the  executives  are  going  to  say  the  wrong 
thing. 


Interviews  and  Their  Potential 


Grether:   Did  I  tell  you  the  example  of  how  I  suggested  the  oral 
history  for  retired  business  executives?  Did  I  mention 
that? 

Nathan:   Yes,  it  was  very  interesting. 

Grether:   I  suggested  this,  but  they  said,  "Look,  Professor,  we  have 
to  win  the  case."  They're  worried,  you  see,  that  the 
executive's  memory  might  dredge  up  the  wrong  thing.   The 
result  is  that  there  is  a  barrier  here  to  what  ought  to  be 
occurring.   My  guess  is  that  if  somehow  you  could  put  the 
court  and  the  executives  together,  they  could  often  get  an 
understanding  that  would  enhance  the  level  of  analysis  here, 


I  think  the  best  example  of  this  (and  I  think  I  can  say 
it  now)  was  when  I  was  working  on  one  mammoth  case  where 
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there  had  been  a  conspiracy.   I  felt,  as  I  read  the 
depositions  of  the  so-called  conspirators,  that  something 
was  wrong;  I  had  the  feeling- -but  I  couldn't  document  it-- 
that  if  I  had  conducted  those  interviews,  we  might  have 
gotten  something  quite  different,  and  it  might  have  been 
helpful  to  the  defense  of  the  case,  actually.   In  fact,  I'd 
worked  out  an  arrangement  in  this  particular  situation  that 
if  the  case  weren't  settled,  I'd  be  allowed  to  interview  the 
same  people,  with  a  lawyer  present,  of  course,  to  see  what  I 
could  learn  from  them.   I  had  a  feeling  they  didn't  somehow 
get  at  the  bottom  of  what  was  going  on  here.  Well,  the  case 
was  settled,  and  so  this  never  occurred. 

I've  often  felt  very  sorry  about  this,  because  I  had 
looked  forward  to  conducting  these  interviews  with  people 
who  admittedly  under  the  law  had  determined  to  be 
conspirators.   I  had  a  feeling  that  the  reasons  and  the 
nature  of  their  behavior  had  not  been  interpreted  in  a  full 
sense  as  an  economist  would  have  done,  and  as  someone 
knowing  something  about  what  goes  on,  I  think,  in  business 
firms. 

You  can  see  why  I  still  get  excited,  because  I  think 
what's  coming  up  here  is  really  very,  very  interesting  now 
for  people  who'll  get  the  backgrounds  for  work  in  this  area. 


Trial  Procedures.  Lawyers,  and  Judges 


Nathan:   Now,  let's  see.   I  think  you're  saying,  if  I  have  this 

straight,  that  in  adversary  procedures  and  court  procedures 
we  do  not  learn  about  decision-making  processes. 

Grether:  Oh,  yes,  we  do. 

Nathan:   But  not  all  of  it,  perhaps? 

Grether:  Only  those  parts  of  it  that  the  lawyers  think  will  be 
helpful . 

Nathan:   How  do  we  get  the  rest  of  it? 

Grether:  The  other  side  is  supposed  to  get  that  in.  The  presumption 
is  that  if  one  side  is  too  protective,  the  other  side,  then, 
through  the  discovery  procedures  and  through  the 
interrogation  of  witnesses,  examination,  directing  cross- 
examination-  -there's  a  whole  litany  of  procedures  here  —  that 
the  results  will  be  to  bring  the  full  record  out. 
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Nathan: 


Gr ether: 


Nathan : 
Gr ether: 

Nathan : 


But  if  somehow  there  is  a  feeling  that  through  this  trial 
procedure  something  is  getting  distorted,  is  there  another 
way  to  learn  about  decision-making  in  big  businesses?  Are 
you  suggesting  that  a  scholar  could  do  it  differently? 

No.  This  is  going  on,  of  course;  there  are  research  studies 
being  made  of  what  goes  on.   For  example,  I'm  a  member  of 
the  board  of  trustees  of  the  Marketing  Science  Institute, 
and  a  great  deal  of  this  goes  on  there,  and  there  are  many 
published  studies  of  what's  going  on  within  corporations. 
But  it's  very  difficult  to  get  the  results  of  those  research 
studies  into  the  court  record. 

I  think  I  mentioned  in  our  discussions  of  Earl  Warren 
that  the  opinions  of  the  Warren  court  sometimes  were  not 
entirely  based  upon  the  briefs  that  came  before  it,  because 
the  court  put  its  clerks  to  work,  and  the  clerks  found  some 
of  these  published  studies  of  scholars  and  referred  to  them. 
They  had  not  been  presented  in  the  evidence  by  either  the 
government  or  the  private  briefs  that  came.  What  the  Chief 
Justice  told  me  was  that  an  awful  lot  they  got  before  them 
was  inadequate,  poor  in  quality  from  his  point  of  view,  as 
compared  to  what  they  would  like  to  have  had. 

The  lawyer  controls  the  nature  of  the  analysis  and  of 
what  goes  forward  in  the  whole  litany  of  these  procedures, 
and  there  is  literally  litany;  it's  really  a  tremendous  job 
of  orchestration,  a  major  case  here.   The  judge  is  very 
important.  The  judge  can  intervene  definitely,  sharply  into 
a  case  and  ask  for  certain  things.   The  nature  of  the  judge 
and  what  he  requires  is  very  important  in  all  of  this. 

One  thing  that  makes  me  very  sad  in  all  of  this,  when  I 
see  the  great  collections  of  materials  costing  hundreds  of 
thousands,  maybe  millions  of  dollars  in  these  cases,  is  that 
when  the  case  is  over  it's  either  distributed  or  destroyed- - 
at  least  not  made  available  for  objective  research.   If  you 
could  at  that  stage  invite  the  scholar  in  and  say,  "Here, 
bring  your  graduate  students  and  your  research  assistants; 
here  it  is." 


That  would  be  great. 


This  would  be,  and  this  almost  never  happens  in  this 
particular  setting. 

Have  you  ever  attempted  to  make  this  happen?  Is  there  any 
way  that  you  could  do  that? 


Ewald  T.  Grether  and  Carrie  M.  Grether.   Ewald  Grether  receives  an  award  from  the 
Marketing  Science  Institute,  Harvard  University,  1977. 
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Grether:   No.   You've  got  different  parties,  and  you've  got  materials 
that  are  considered  to  be  private.  Yet  there  ought  to  be 
some  way.  Of  course,  this  is  one  reason  why  in  so  many  cases 
in  this  area  they  settle  out  of  court- -to  avoid  this 
collection,  and  also  to  avoid  full  trial.   If  there's  full 
trial,  much  of  it  gets  on  the  record,  which  becomes  a  public 
record,  then,  and  may  attract  other  cases. 


Change  in  Sources  for  Enforcement 


Grether:   I  think  I  may  have  mentioned  already  that  in  recent  years 

there's  been  an  extraordinary  enhancement  of  private  action. 
Did  we  discuss  that  at  all  in  the  past,  do  you  recall? 

Nathan:   Not  substantially. 

Grether:  If  not,  this  is  a  good  place  maybe  to  put  it  in.  Antitrust 
law,  or  economic  law  affecting  competition  in  this  country, 
came  to  us  down  a  common  law  channel  from  British  law.  Did 
we  discuss  that? 

Nathan:   I  would  just  as  soon  you  would  say  it  here. 

Grether:   I  think  it's  very  interesting  here  in  terms  of  the  present 
situation.   As  I  have  said,  the  Sherman  Act  was  not  a 
radical  statute;  it  merely  put  into  federal  law  what  had 
been  accepted  under  common  law,  and  in  the  law  of  a  few  of 
the  states  (a  few  of  the  states  had  preceded  the  federal 
law).   Up  to  this  point,  action  in  this  field  was  for  the 
most  part  through  private  procedures- -grievances  among 
competitors.   Once  you  had  the  federal  law,  these  private 
actions  tended  to  cease .   Now  you  have  a  federal  law  and  a 
federal  agency,  the  Department  of  Justice,  that  was 
eventually  given  resources  for  enforcement.   It  was  expected 
now  that  the  government  would  police  the  area.   We  went  over 
that --the  government  as  it  built  up  its  resources.   The 
Department  of  Justice  and  then,  following  1914,  the  Federal 
Trade  Commission,  and  later  on  other  agencies,  had  budgets, 
and  they  developed  enforcement  procedures  based  very  largely 
upon  complaints  rather  than  full,  programmatic  coverage  of 
the  economy. 

But  private  actions  pretty  well  stopped.   This  was  not 
predicted;  it  was  thought  that  the  federal  law  would  incite 
more  private  actions,  but  just  the  reverse.  Recently  there 
was  a  gentleman  here  from  France  operating  in  this  area.  He 
told  me  that  there  are  no  private  actions  in  France;  they 
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have  to  be  through  the  ministry.  This  had  occurred  pretty 
much  in  the  United  States  until  the  last  fifteen  years,  and 
now  private  actions  are  rampant  in  this  country.  Any  big 
corporation  is  surrounded  by  people  trying  to  collect  treble 
damages  because  of  violations  of  some  aspect  of  the 
antitrust  law  or  other  laws  affecting  them.   (In  the 
antitrust  law  there's  a  treble  damage  clause  that's  been 
there  a  long  time,  but  the  actions  did  not  occur  earlier.) 

Nathan:   What  made  them  develop  this  way? 

Grether:   1  was  going  to  throw  out  one  other  thing  and  then  raise  this 
question.   Maybe  you  haven't  thought  about  this,  but  I  know 
you  people  are  working  in  this  area  over  there  in  the 
Institute  of  Governmental  Studies. 

Another  interesting  phenomenon  is  the  growth  of  private 
security  forces  in  this  country.  There  are  now  often  more 
private  police  officers  and  security  officers  than  there  are 
public  ones.   I'm  going  to  throw  this  question  back  at  you. 
This  has  been  occurring  at  the  same  time  we  had  so  much 
turbulence  in  this  country,  in  the  universities  and  on  the 
streets  and  so  on.   Are  these  things  part  of  some  basic 
force? 

The  increase  in  private  actions  in  antitrust  (there  are 
hundreds  of  them  by  now) ,  the  increase  in  private  security 
forces,  the  increase  of  activism  in  general  in  this  country 
during  the  sixties  —  does  this  reflect  something  rather  basic 
that  is  appearing?  I  wouldn't  be  surprised  if  something 
basic  is  stirring,  and  how  it'll  finally  emerge  when  it 
settles  down  is  not  too  clear. 

In  any  event,  these  private  actions  are  becoming  a  very 
important  enforcement  vehicle,  finally,  after  all  these 
years.   They're  not  waiting  for  the  government.   Part  of  it 
might  be,  of  course,  the  success  of  certain  lawyers,  like 
Mr.  [Joseph]  Alioto.  All  over  the  country  there  are  lawyers 
who  handle  these  actions,  and  of  course  if  they  win,  their 
contingency  fees  are  very  substantial  in  these  cases.   But  I 
really  can't  answer  the  question  of  why  there  is  so  much  of 
this.  Also  I  can't  decide  for  certain  whether  this  is  good 
or  bad  in  terms  of  enforcement  procedures.   I'm  inclined  to 
think  it's  good.   But  it  may  place  the  top  management  of 
firms  under  constraints  that  will  affect  their 
aggressiveness  as  competitors,  though.   They  may  become  a 
little  more  restrained  because  of  the  fear  that  a  move  that 
looks  aggressive  may  be  held  to  be  predatory  or 
discriminatory  or  whatnot. 
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Nathan: 


Grether : 


The  best  basis  for  a  private  action  is  to  be  a  snail 
fellow  who  has  been  allegedly  injured  by  a  practice  or 
policy  made  by  a  large,  powerful  corporation.   Put  that 
before  a  Jury,  and  the  outcome  is  almost  predictable. 

The  states  are  doing  it,  too.  The  State  of  California 
found  there's  money  in  these  cases,  too.   I  think  I 
mentioned  that  earlier.   So  the  states  are  bringing  these 
actions  whenever  they,  in  their  buying  practice,  discover 
there's  something  that  looks  like  price  agreements,  as  in 
this  broad  spectrum  antibiotics  case  I  think  we  mentioned 
earlier. 


What  economics  does  get  you  into, 
everything. 


It  gets  you  into 


It's  very  exciting.   I  don't  see  why  anybody  leads  a  dull 
life.   This  is  really  one  aspect  running  all  through  our 
situation  (this  is  quite  a  digression),  to  watch  the 
adjustment  of  our  officials.  To  me,  the  governor  right  now 
of  the  State  of  California  is  an  interesting  study.   I  hope 
he's  for  real,  by  the  way,  because  his  reactions  to  all 
these  conflicting  forces  are  exceedingly  interesting  to 
observe  for  the  time  being,  although  a  lot  of  things  haven't 
emerged  as  yet.   I  think  we  mentioned  that  earlier.  This 
may  appear  again  as  we  advance,  depending  on  how  far  we 
decide  to  push  some  of  these  things. 


Detour : 
(1958) 


Sureeon  General's  Task  Force  on  Air  Pollution 


Grether:   There's  one  other  area,  if  you'd  like,  before  we  finish  this 
federal  study.   Then  we  can  move  into  another  aspect.   One 
of  the  things  that  represents  a  kind  of  detour  for  me --but  I 
was  glad  to  make  it- -was  an  invitation  to  participate  on  a 
Task  Force  on  Air  Pollution  Research  Goals  set  up  by  the 
Surgeon  General  of  the  United  States  at  the  request  of 
Arthur  S.  Flemming,  Secretary  of  the  U.S.  Department  of 
Health,  Education,  and  Welfare.   This  request  came  following 
a  national  conference  on  air  pollution. 

Nathan:   When  was  that? 

Grether:   That  conference  was  on  November  20,  1958.   I  did  not  attend 
that  conference.   Following  that,  Leroy  E.  Burney,  Surgeon 
General,  set  up  this  task  force  of  ten  people.   There  were 
two  from  Harvard,  for  example;  myself  from  Berkeley  here; 
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Nathan: 


Grether: 


there  were  two  or  three  from  private  industry;  and  two  or 
three  who  were  actively  involved  working  in  the  area  of  air 
pollution  controls,  like  down  in  Southern  California  and  in 
Oregon.  The  report  is  here. 

The  committee  recommended  ten  goals,  so  to  speak,  that 
should  be  the  results  from  the  standpoint  of  research 
expenditures,  and  recommended  that  there  be  a  combination  of 
federal  funds,  funds  from  industry,  and  funds  from  state  and 
local  governments.   The  percentages  were  40  percent  from  the 
federal  government,  28  percent  from  industry,  and  32  percent 
from  state  and  local  governments. 

There  were  ten  so-called  national  goals  for  the  1960- 
1970  decade.   This  has  been  really  moving  along  pretty  well. 
I  merely  mention  this  because  I  do  like  to  feel  that  fifteen 
years  ago  1  had  a  small  part  in  helping  developments  in  a 
field  that's  clearly  so  exceedingly  important,  where  we 
still  have  a  long  way  to  go  in  order  to  find  just  what 
should  be  national  and  state  and  local  policy.   You  can  see 
the  struggles  in  the  Bay  Area. 

Recently  I  heard  Melvin  Calvin  give  a  talk  over  at  the 
Faculty  Club  to  the  Kosmos  Club.   He  said  that  down  in  Sao 
Paulo,  Brazil,  things  are  so  bad  compared  to  what  we  have  in 
this  country  that  the  contrast  is  almost  unbelievable.   They 
have  no  controls.  We  have  learned,  you  see,  over  the  past 
fifteen  or  twenty  years,  to  do  certain  things  that  have 
improved  things,  even  though  it  doesn't  look  too  good  out  of 
the  window  sometimes.  Right  now  it's  pretty  good,  but 
yesterday  it  was  very  bad;  the  amount  of  smog  in  the  air  was 
very  heavy. 

If  you  would  care  to  respond  to  this,  as  an  economist  how  do 
you  function  on  air  pollution  control? 

My  job  as  an  economist  (you  see,  1  was  the  so-called 
economist)  was  trying  to  help  in  outlining  research  projects 
that  would  indicate  the  economic  costs  and  consequences; 
that  was  my  role.   That  appears  here  [in  the  report).   For 
instance,  the  economic  loss  due  to  damage  to  materials, 
soiling,  and  reduced  visibility—that  sort  of  thing  was  my 
role.   Other  people  had  the  health  roles  and  so  on.   There 
were  specialists  in  all  major  areas  of  analysis  here. 
Frankly,  I  felt  a  bit  at  a  loss,  because  all  this  was  so  new 
and  it's  really  very  difficult  to  make  these  types  of 
estimates. 


Nathan:   You  have  to  make  a  first  cut,  and  others  can  go  on  from 
there? 
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Grether:  That's  right.   For  instance,  take  the  one  that  had  to  do 
with  agriculture.   It's  clear  if  you  go  down  there  in  Los 
Angeles  that  agriculture  is  suffering  to  some  extent;  how  do 
you  get  a  measure  of  that? 

A  lot  of  things  have  happened  since  then.   For  example, 
as  you  recall,  we  go  up  to  the  State  of  Montana  in  the 
summertime.   There's  a  little  community  about  fifty  miles 
from  Missoula  where  they  had  a  fluoride  plant.  They  were  so 
glad  to  get  this  plant.  They  stole  it  from  Butte.   It  had  a 
little  local  employment.   Then  things  began  to  happen.   The 
foliage  began  to  be  poisoned,  the  cattle  began  to  be 
sickened,  school  children  began  to  show  effects  in  the 
classroom,  because  they  were  poisoning  the  atmosphere  in 
this  little  community  from  this  plant.   We've  had  to  learn  a 
lot  from  experience.  This  was  a  completely  unexpected 
result.   Most  communities  are  so  glad  when  they  get  a  plant; 
it  provides  employment. 

Now  we're  discovering  there  are  other  aspects  of  this. 
This  is  going  on  throughout  the  State  of  California.   Every 
community  is  worried  about  the  two  aspects  —  getting  the 
employment,  but  whether  there  might  be  social  detriments 
that  will  more  than  outweigh  the  benefits  in  employment. 
There's  a  major  conflict,  of  course,  going  on  always  along 
these  lines.   Organized  labor  tends  to  stress  the  employment 
aspect,  as  you  know,  because  that's  their  job,  to  worry 
about  jobs.   But  they  don't  sufficiently,  from  my  point  of 
view,  worry  about  some  of  the  other  aspects  that  should  be 
considered,  and  are  being  considered  increasingly. 

Nathan:  In  this  early  look,  was  consideration  given  to  the  question 
of  having  the  business  that  pollutes  the  atmosphere  pay  for 
the  cleanup,  or  absorb  the  cost  of  reducing  pollution? 

Grether:  This  is  one  reason  I  think  it  was  hoped  that  business  would 
pay  for  some  of  this  research.   Of  course,  this  is  becoming 
increasingly  important.   This  is,  I  guess,  what  you'd  call 
technically  bringing  the  externalities  into  the  internal 
cost  structure  of  a  firm.   That  can  either  come  voluntarily, 
or  it  can  come  through  law,  where  all  firms  are  placed  in 
the  same  conditions. 

This  is  a  very  difficult  problem,  because  the  costs  can 
be  very,  very  high,  depending  upon  the  nature  of  what's 
required.   Look  at  the  mistakes  we  found  we've  made;  look  at 
the  troubles  we're  having  trying  to  control  emission  from 
the  automobiles.   One  thing  doesn't  seem  quite  to  produce 
the  result,  and  if  it  does  it  has  side  effects;  it's  a  very 
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complex  problem.  Of  course,  the  result  is  that  we're 
learning  so  much  about  our  environment  that  we  never  even 
surmised  before.   I  assume  for  long-run  purposes  it  will  be 
very  beneficial.   In  the  meantime,  it  places  everybody  under 
great  personal  as  well  as  business  and  regulatory  strain  to 
know  just  what  the  best  combination  is  in  the  short-run  in 
relation  to  the  long-run  forces. 
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XVIII  THE  COLLEGE  OF  COMMERCE  (1941) 
[Interview  12:  December  3,  1976 ]## 


Nathan:   Perhaps  we  can  hear  about  your  University  appointments,  your 
early  appointments  as  dean  and  acting  dean. 

Grether:   In  1934  to  '36,  I  was  acting  dean  of  the  College  of 

Commerce,  acting  on  behalf  of  Henry  Francis  Grady,  who  had 
taken  a  leave  for  a  couple  of  years  to  go  to  Washington  to 
set  up  the  Reciprocal  Trade  Agreements  program.   Grady  was 
always  a  very  active  man  in  business  and  foreign  service, 
and  this  was  one  of  his  early  and  significant  types  of 
government  service.   I  was  then  thirty- five  years  old  and  an 
associate  professor.   I  carried  this  responsibility. 


Dean  for  a  Three -Year  Term 


Grether:   As  I  mentioned  earlier,  in  1941  Grady  had  resigned,  and  Bob 
Calkins --R.  D.  Calkins --had  been  appointed  dean  for  two  or 
three  years.   He  resigned  to  accept  the  deanship  at 
Columbia.   One  day  late  in  June,  President  Sproul  called  me 
and  asked  me  to  serve  as  acting  dean  of  the  College  of 
Commerce,  whereupon  I  replied,  much  to  his  surprise,  and  a 
bit  to  my  own,  too- -it  was  a  spur  of  the  moment  reaction- - 
that  I  had  been  acting  dean  for  two  years,  '34  to  '36. 
After  that  experience  I  decided  I  would  never  again  be 
willing  to  be  acting  dean.   If  he  wanted  me  to  serve  as 
dean,  full  title,  full  responsibilities,  I  would  consider 
it. 

Well,  this  took  him  a  bit  by  surprise.   Eventually  he 
came  back,  and  we  got  together  and  agreed  upon  a  three-year 
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term.   After  that,  we'd  look  at  it  again.   So  on  July  1, 
1941,  I  became  the  last  dean  of  the  College  of  Commerce, 
because  then,  as  the  story  unfolds,  I  recommended  that  we 
change  the  college  into  the  School  of  Business 
Administration  (which  was  finally  done). 

Nathan:   When  someone  is  appointed  dean,  is  there  usually  a  term  of 
two  or  three  or  four  years? 

Grether:   It  was  not  so  then,  but  nowadays  they  have  a  five-year 
review.   So  the  presumption  is  that  that  is  the  proper 
terminal  point,  although  it  doesn't  always  follow.   There  is 
now  a  five-year  review  of  administrative  officers  through  a 
special  ad  hoc  committee.   This  was  not  the  practice  then. 
So  this  was  something  a  bit  unusual,  I  think  partly  because 
of  uncertainty  on  both  our  sides.   I  wasn't  certain  I  wanted 
to  commit  myself;  I  was  right  at  the  peak  of  my 
productivity.   And  I  think  President  Sproul  maybe  had  some 
doubts,  too,  because  as  1  got  into  this  I  discovered  he  was 
under  a  lot  of  pressure  from  the  business  community  to  do 
something  in  this  whole  area. 

Then  you  should  also  keep  in  mind  that  there  was  the  war 
[World  War  II].   We  were  just  getting  into  the  whole  war 
period,  and  that  created  problems  in  terms  of  what  one 
should  plan  to  do  for  the  future.   When  I  got  into  it,  this 
was  a  very  important  aspect  of  my  whole  operation,  as  a 
matter  of  fact  —  to  not  only  take  care  of  conditions  during 
the  war,  but  to  plan  for  the  obviously  very  heavy  enrollment 
we  would  have  at  the  end  of  the  war.   Another  factor  was 
that  at  that  time  I  was  having  a  very  serious  back  problem 
which  required  surgery,  and  this  is  one  reason  why  I  stayed 
here  during  the  war.   I  went  to  Washington  only  as 
consultant  on  special  projects  from  time  to  time,  but  I 
refused  full-time  assignments  in  Washington,  D.C.   Looking 
backward,  this  was  rather  fortunate  because  it  allowed  me, 
then,  to  work  through  our  own  problems  within  our  own 
programs  and  get  all  set  for  the  postwar  onrush. 


Maintainine  an  Administrator's  Scholarship 


Nathan:   That  was  quite  a  load  to  carry.   Either  here,  or  perhaps 

later  if  you  would  rather,  you  might  tell  us  a  little  about 
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the  benefits  and  the  penalties  of  high  administrative 
office. 

Grether:   Veil,  let's  talk  a  bit  about  it  now.   Then  we  can  look  at  it 
again,  maybe,  after  we've  taken  a  review  of  the  whole 
situation. 

The  biggest  penalty,  of  course,  is  you  sacrifice  some 
productivity.   Also,  it's  the  custom  for  some  deans  not  to 
teach  anymore.   That's  less  so  on  the  Berkeley  campus  than 
other  universities.  Typically,  a  man  gets  appointed  to  a 
deanship,  and  he  becomes  an  administrative  officer,  works 
with  community  problems,  public  relations  problems,  and  so 
on,  and  gives  up  his  teaching  and  usually  his  scholarship. 
I  refused  to  do  this. 

By  the  way,  Clark  Kerr,  when  he  became  chancellor,  still 
taught  a  seminar  for  us,  still  had  research  assistants,  and 
even  as  president  he  tried  to  do  this.  When  we  get  into  the 
Clark  Kerr  story,  this  is  quite  amazing.   He  set 
extraordinarily  high  standards  in  terms  of  maintaining  his 
position  in  both  teaching  and  research,  along  with  his 
administrative  duties. 

I  insisted  that  I  not  be  expected  to  give  that  up.   I 
always  taught  a  seminar  at  least.   I  always  had  some 
research  going.   I  did  a  great  deal  of  public  service,  as 
we've  discussed  to  some  extent  already.   In  other  words, 
when  I  look  back  upon  it,  I  led  an  extraordinarily  active 
life.   For  instance,  I'd  be  up  in  my  study  weekends 
sometimes  with  a  sandwich  and  coffee  or  tea,  writing  papers, 
because  that's  the  only  time  I  could  get  to  do  this  sort  of 
thing. 

This  has  been  more  or  less  of  a  Berkeley  pattern- -to 
have  the  so-called  scholar-administrator,  and  not  ask  him  to 
sacrifice  his  position  in  his  field.   It's  possible  to  be 
dean  of  a  professional  school,  if  one  wishes,  and  maintain 
one's  position  to  some  extent,  and  that's  what  I  did,  very 
fortunately.   Then  when  I  finally  retired  as  dean  I  was  able 
to  continue  in  teaching  and  research.   I  have  been 
productive  since  then  because  I  had  not  broken  my  stride,  so 
to  speak,  in  my  field  of  scholarship. 

Also,  I  was  very  fortunate  because,  as  it  turned  out,  I 
was  dean  during  the  growth  period.   The  University  was 
growing  and  our  program  was  growing.   I  really  feel  sorry 
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for  the  deans  nowadays,  because  being  dean  in  a  steady  or 
declining  state,  as  is  true  of  the  Berkeley  campus,  is  a 
different  environment  entirely.   It  was  relatively  easy  for 
me  to  get  increases  in  budgets  because  the  need  was  there; 
we  were  following  a  growth  curve.  Also  at  that  time,  by  the 
way,  University  administration  was  much  simpler  than  now.   I 
had  powers  as  dean  that  now  are  bottled  up  in  the 
Chancellor's  Office  in  the  hierarchy  that  he  has.   Sometime 
we  might  want  to  look  at  that. 

I  could,  for  example,  assuming  all  the  papers  are  okay, 
make  appointments  up  to  the  assistant  professor  level. 
Also,  I  could  see  the  review  committee  reports;  I  had  access 
to  a  lot  of  things  as  dean  that  are  now  foreclosed.   Deans 
now,  I  think,  operate  under  much  more  difficult 
circumstances  than  I  did.   I  sometimes  wonder  why  they're 
willing  to  take  these  types  of  appointments,  considering 
that  they  have  to  work  through  a  very  big  and  deep  campus 
hierarchy  before  they  even  get  to  statewide  aspects  of  the 
operation. 


Orieins  of  the  College  of  Commerce 


Grether:   What  I'd  like  to  do  today,  if  you  agree,  is  to  go  right  back 
to  the  beginning  and  see  where  the  College  of  Commerce  came 
from. 

Nathan:   Wonderful. 

Grether:  All  right.   I  have  before  me  a  copy  of  the  Organic  Act  of 
the  University.   The  University  of  California,  established 
in  1868,  was  a  so-called  land  grant  college  or  university 
under  the  Morrill  Land  Grant  Act  of  1862,  under  which  the 
federal  government  provided  land  and  other  resources  for 
public  education  institutions.   These  were  supposed  to  be 
institutions  of  general  instruction,  but  with  a  very  high 
priority  given  to  agriculture  and  mechanic  arts.  We  must 
keep  in  mind  that  at  that  time  we  were  an  agricultural 
society,  basically.   Most  people  lived  under  rural  or 
semirural  conditions.   We  had  not  become  a  modern  industrial 
economy  as  we  are  of  the  present  time.   The  problem  was  to 
fill  the  open  spaces,  you  see,  with  people  who  could  use 
their  hands  and  tools  and  so  on  to  really  conquer  this 
country.   This  was  behind  the  land  grant  act. 
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It  had  very  important  consequences,  by  the  way,  because 
agriculture  got  a  high  preference.   When  I  came  to  the 
University,  even  as  late  as  1922,  this  was  the  rich  part  of 
the  University- -the  College  of  Agriculture --because  of  the 
heavy  resources  that  had  been  poured  into  it  for  many 
decades  and  were  still  being  poured  into  it.   In  California 
this  was  also  true;  agriculture,  along  with  a  small  number 
of  big  corporations  like  the  railroads,  tended  to  dominate 
the  political  pattern  of  the  state.  This  is  no  longer  true; 
only  4  or  5  percent  of  the  people  now  live  under  farm 
conditions,  and  there's  been  a  drastic  change. 

In  this  act,  it  was  indicated  just  what  the  University 
had  to  provide.   The  last  thing  mentioned  was  "to  provide 
for  education  in  commerce."  Let's  read  it.   "There  should 
be  special  courses  of  instruction  for  the  professions  of 
agriculture,  mechanic  arts,  mining,  military  science,  civil 
engineering,  law,  medicine,  and  commerce."  Commerce  is  the 
last  thing  mentioned,  but  it  was  mentioned.   Now,  it  so 
happened  that  this  had  some  significance,  because  it  was  the 
last  thing  finally  served  by  the  University,  and  that  did 
not  happen  in  the  full  sense  until  1898,  when  the  College  of 
Commerce  was  established.   That  would  not  have  happened  had 
it  not  been  for  the  munificence  of  Cora  Jane  Flood,  who 
established  the  so-called  Flood  Foundation  for  work  in  some 
branch  of  commercial  education.   (I  want  to  get  to  that 
eventually,  because  I  think  it's  a  very  interesting  and 
amazing  story.) 


The  Rank  of  Business  in  the  University 


Grether:   Back  of  this  is  something  else  I  think  is  important.   Always 
in  universities,  and  especially  in  the  European 
universities,  trade  and  commerce  are  under  suspicion  and  are 
considered  to  be  far  down  the  social  scale.   The  European 
scholar  thinks  of  the  businessman,  especially  the  merchant, 
as  a  much  lower  type  of  person  than  he  is.   This  lingered, 
of  course,  in  this  country,  and  it  still  does  in  this 
University.   Anybody  who  works,  as  we  do,  in  the  field  of 
commerce  and  business  and  trade  and  economics,  feels  that  to 
some  extent:   that  some  scholars  don't  think  of  them  as 
being  quite  at  the  same  level. 
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For  example,  I  have  had  English  professors  at  the 
Faculty  Club  tell  me  that  the  School  of  Business  should  not 
be  in  the  University- -that  this  is  not  appropriate  to  the 
University.   I  remember  asking  one  such,  when  he  remarked 
this  to  me  one  day,  "Have  you  read  the  Organic  Act?"   I 
said,  "It's  definitely  provided  for  in  the  Organic  Act."  He 
said,  "That  still  doesn't  satisfy  me.   That  was  a  mistake." 
[laughter]   This  is  something  that,  unless  you've  lived  with 
it,  you  don't  quite  under stand --that  first  there  was  the 
classical  pattern  in  the  humanities;  the  less  utilitarian 
you  are,  in  a  sense,  the  higher  your  level  of  recognition  in 
scholarship. 

As  Alfred  Marshall  one  time  put  it,  "Economics  deals 
with  the  ordinary  business  of  life."  That  seems  like 
something  that  is  not  quite  worth  ordinary  scholarly 
attention  from  the  standpoint  of  many  people.   Yet,  what  you 
just  brought  in  with  you  as  you  came  through  the  door  this 
morning,  the  Daily  Cal.  says,  "Over -enrollment  Hits 
Economics  Department."  This  indicates  the  interest  of  the 
students.  One  reason  for  this  is,  if  you  look  at  this 
article,  that  the  School  of  Business  is  turning  them  down. 
We  are  not  providing  all  the  opportunities  they  want  in 
business  and  economics  and  so  on,  to  deal  with  problems  that 
have  to  do  with  employment,  for  example,  and  the  state  of 
our  economy. 


Course  Offerings  and  Market  Demand 


Grether:   There's  a  very  active  student  interest  that  we  are  not  going 
to  serve  because  we  do  not  allow  the  market  to  operate 
entirely  within  the  University  system. 

Nathan:   That's  an  interesting  idea. 

Grether:  We  never  have.   I  recall  when  I  was  sitting  on  one  of  Kerr's 
administrative  conference  meetings  when  he  was  chancellor, 
he  pointed  out  that  during  that  particular  term  there  were 
100  courses  in  the  University  listed  without  patronage. 
They  were  listed  because  it  was  felt  essential  to  have  them 
in  a  university.   But  the  students  didn't  feel  that  way 
about  it.   [laughter]   So  we're  always,  in  a  sense,  trying 
to  direct  the  traffic  along  the  lines  we  think  are 
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important.  Whether  the  students- -or  the  market,  so  to 
speak—reflect  our  interests  is  always  a  question. 

Nathan:   Vould  you  like  to  see  more  response  to  the  market  demand,  or 
where  would  you  balance  this  equation? 

Grether:  That's  a  very  difficult  question.   I  wouldn't  want  full 

response  within  the  University,  but  1  think  there  could  be 
more  response.   The  difficulty  is- -and  especially  in  a 
university- -that  once  you  get  a  unit  set  up  it  tends  to  be 
too  permanent.   When  that  response  declines,  then  what  do 
you  do?  You've  got  a  faculty,  you've  set  up  research 
institutes,  and  so  on. 

Nathan:   Five-year  reviews  don't  take  care  of  that? 

Grether:   They  do  help,  yes.   That's  been  a  very  helpful  process.   I 
remember  Carl  Sauer  of  geography  said  once,  years  ago,  that 
every  new  agency  ought  to  have  a  terminal  of  ten  years  on 
it,  because  it'll  do  its  best  work  during  the  first  ten 
years.   [laughter]   But  there  have  to  be  ways  of  making 
these  adjustments,  and  we  haven't  succeeded  in  doing  it 
entirely  within  the  University  system- -partly  because  of  the 
tenure  system;  you  get  faculty  built  up  with  tenure  in 
certain  subject  matter  areas.  Also,  more  recently,  it's  a 
problem  of  outside  support,  too.   It's  very  difficult  to 
turn  down  financial  support  in  certain  fields  or  directions. 


Colleges  of  General  Culture 


Nathan:  I  was  also  interested  in  your  pointing  out  that  it  was  the 
Flood  Foundation  that  provided  financial  support;  that  the 
College  of  Commerce  was  not  budgetary  in  its  origin. 

Grether:   That's  right.   I  don't  think  we  would  have  had  a  College  of 
Commerce  in  1898  except  for  this  private  fund  that  came 
along.   There's  another  aspect  to  this  that  I  think  is  very 
important,  and  that  is  the  role  of  one  individual- -a  Regent, 
Arthur  Rodgers.   Before  we  get  to  that,  I  think  it  might  be 
helpful  to  indicate  the  pattern  or  organization  of  the 
University  when  the  College  of  Commerce  was  established.   At 
that  time  there  were  three  colleges  of  so-called  general 
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culture:   Letters,  Natural  Science,  and  Social  Science. 
(This  is  something,  by  the  way,  I  did  not  know  myself  until 
recently- -that  there  was  a  College  of  Social  Science,  along 
with  these  other  two  colleges,  established  in  1893.) 

The  College  of  Commerce  was  established  as  the  fourth 
college  of  general  culture;  it  was  not  a  professional  or 
applied  science  field.   Along  with  these  three  colleges  of 
general  culture,  and  then  the  fourth  when  the  College  of 
Commerce  came  along,  there  were  the  areas  of  applied  science 
and  the  professions- -like  agriculture,  mining,  law, 
medicine,  and  there  was  a  fifth.   These  had  been 
established.   This  whole  area  of  commerce  and  trade  was  wide 
open,  but  it  wasn't  really  entirely  so,  because  a  college 
was  a  collection  of  courses  and  a  degree -granting  part  of 
the  University. 

At  that  time  the  departmental  form  of  organization 
either  had  not  been  established  or  it  was  relatively  weak. 
So  courses  tended  to  be  given  around  the  University  (in  this 
case,  the  Berkeley  campus),  often  before  they  were  gathered 
together  systematically.   The  roots  of  many  Berkeley 
departments  in  important  areas  of  what  goes  on  here  have  to 
be  searched  for  rather  carefully  back  in  that  kind  of 
amorphous  period  before  things  were  organized  as  we 
understand  them  now.   I  mention  this  because  one  can't 
understand,  I  think,  what  goes  on  on  this  campus,  either 
historically  or  currently,  without  understanding  this 
collegiate  system  of  organization. 

For  instance,  when  I  was  acting  dean  of  the  College  of 
Commerce  in  '34  to  '36,  I  had  no  administrative 
responsibility  for  faculty  at  all.   The  faculty  were  all 
scattered  around  the  University,  or  in  the  Economics 
Department,  which  was  the  nearest  department.  Anybody  who 
gave  a  course  that  we  required  or  accepted  was  on  our 
faculty.   The  faculty,  therefore,  was  a  changing  collection 
of  people ,  depending  upon  the  nature  of  the  requirements  in 
the  college.   Only  later  on  did  you  get  tight  departmental 
organizations  for  staff  and  personnel  purposes. 
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Creation  of  the  Single  College  of  Letters  and  Science  (1916) 


Grether:  It's  important  also,  I  think,  to  understand  that  in  1915  it 
was  decided  to  take  the  College  of  Social  Sciences,  the 
College  of  Letters,  and  the  College  of  Natural  Sciences,  and 
put  them  together  in  the  College  of  Letters  and  Science- -one 
college.   This  took  place  at  the  beginning  of  1916.   I  have 
not  been  able  to  find  the  documents  to  explain  why  this  was 
done,  but  the  war  [World  War  I]  may  have  been  an  important 
factor. 

From  my  point  of  view,  I  might  say,  in  terms  of  my 
experience  on  this  campus,  this  was  a  step  backward.   It 
would  have  been  much  better  to  have  had  these  three  units, 
or  other  units --smaller  colleges- -than  to  have  this 
tremendous  collection  under  one  banner,  one  dean,  as  we  have 
had  in  the  College  of  Letters  and  Science.   (As  we  advance, 
I  hope  that  if  I  forget,  you  will  remind  me  to  discuss  the 
problem  this  created  for  me  and  for  other  administrative 
units  on  the  campus.)   Anything  else  on  the  campus  was  small 
potatoes  compared  to  Letters  and  Science.   All  the 
professional  schools  felt  this,  as  did  anybody  outside, 
because  of  the  college's  extraordinary  weight  and  power. 
Any  move  made  by  Letters  and  Science  immediately  affected 
all  of  us,  and  sometimes  these  moves  were  not  friendly  at 
all,  as  you  will  discover  as  we  advance.   Sometimes  they 
were  made  without  considering  their  impact  upon  the  other 
units  on  the  campus . 

Nathan:   What  do  you  think  was  the  purpose  in  creating  what  I 
understand  to  be  a  giant,  conglomerate  college? 

Grether:   I  don't  know.   One  of  the  curious  things  is  that  there  were 
times  when  these  three  colleges  had  the  same  dean:  Irving 
Stringham.   [laughter]   So  I'd  like  to  learn  more  about 
this.   I  asked  Joel  Hildebrand  about  it,  and  I  discovered 
again  how  you  can't  trust  the  human  memory.   Joel  said,  "Oh, 
yes,  I  know  all  about  this.   It  was  after  the  faculty 
revolution,  and  Gilbert  Lewis  was  very  important  in  this 
whole  development."  Well,  it  turns  out  it  was  in  1916, 
before  the  faculty  revolution.   It's  possible,  of  course, 
that  Gilbert  Lewis  was  very  important;  he  was  a  powerful 
person  in  that  period.   But  I  would  like,  when  we  get  to  the 
editing  stage,  maybe  to  have  picked  up  more  information. 
The  trouble  is  that  the  people  are  all  dead,  and  I  can't 


452 


find  the  documents  so  far  to  explain  just  why  it  was  decided 
to  put  these  three  together. 

Nathan:   I  was  wondering  whether  it  was  to  try  to  balance  the 

strength  of  the  President's  office,  or  something  like  that; 
whether  there  was  some  internal  tension  that  this  change  was 
trying  to  solve. 

Grether:  There  were  other  interesting  things  going  on.   For  example 
(and  I  can  give  you  the  dates;  I  have  the  Centennial  Record 
here),  during  this  early  period  also- -no,  at  a  little  later 
period- -a  Dean  of  the  Faculties  was  appointed.   He  was  a 
kind  of  alter  ego  for  the  President;  he  could  sign  papers  in 
the  absence  of  the  President  and  things  of  that  sort.   In 
fact,  one  of  our  faculty  members,  Henry  Rand  Hatfield,  had 
this  position  at  one  time.  Also,  it's  rather  interesting 
that  during  the  war  period  the  Dean  of  the  Faculties  handled 
the  College  of  Commerce,  and  there  was  no  dean  of  the 
College  of  Commerce.   So  he  was  a  person  of  rather  broad 
powers . 

There's  a  great  deal  in  terms  of  what  you  may  call  the 
development  of  the  internal  organization  and  administration 
of  this  campus  and  University  that  ought  to  be  studied  much 
more  carefully  than  it  has  been.   There  is  by  now,  no  doubt, 
somewhere  a  great  collection  of  materials.  All  I  can  do  is 
report  in  terms  of  my  own  experience  and  participation,  and 
that's  what  I  shall  try  to  do  here. 


Arthur  Rodeers'  Vision:   The  Pacific  Basin  and  the  Future 


Grether:   Insofar  as  the  College  of  Commerce  is  concerned,  one  man  had 
a  very  unique  role,  and  later  on,  one  woman- -Cora  Jane 
Flood.   The  man  is  Arthur  Rodgers,  who  became  a  Regent  in 
1883.  Rodgers,  like  most  Californians,  was  a  transplant 
from  the  Middle  West;  he  came  from  Nashville,  Tennessee.   He 
got  his  A.B.  degree  at  this  University  in  1872  and  became  a 
lawyer,  beginning  his  practice  in  1883,  after  reading  for 
thfc  law  (i.e.,  he  did  not  attend  a  law  school).   But  the 
important  thing  for  our  discussion  today  is  the  fact  that  he 
took  a  trip  around  the  Pacific  Basin  in  1881-82,  a  very 
extended  tour,  and  apparently  he  was  never  the  same 
afterward. 
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It  shows  best,  to  begin  with,  in  the  Commencement 
address  he  gave  at  the  University  on  May  29,  1883.   (By  the 
way,  that  May  29  date  is  interesting.  We  were,  for  years, 
on  an  agricultural  calendar.  We  finished  our  work  in  May, 
and  then  came  back  in  August  because  of  the  agricultural 
requirements  of  the  state;  the  students  wanted  to  go  home 
and  work  on  the  farm.   It's  too  bad  we  had  to  give  this  up; 
it  was  a  beautiful  calendar.)   In  any  event,  Rodgers' 
Commencement  address- -he  was  35  years  old  at  the  time- -was 
called  "Distinctive  Education  of  this  Coast."  It's  well 
worth  reading,  partly  because  it's  more  oratorical  than  we 
normally  have  things  nowadays --styles  have  changed- -but 
chiefly  because  his  imagination  had  been  charged  and 
surcharged  by  what  he  saw  in  visiting  the  nations  around  the 
Pacific  Basin.   He  came  back  convinced  that  the  future  of 
the  world  was  in  the  Pacific  Basin  and  not  the  Atlantic 
area,  and  that  California  was  strategically  located  to 
participate  in  this  future.   Above  all,  San  Francisco  and 
this  University  had  a  strategic  position  which  they  were  not 
fulfilling.   So  he  had  a  very  strong  view  with  respect  to 
what  the  University  should  be  doing  in  this  area.   I'll  read 
just  a  bit  from  this. 

"Let  us  remember  that  culture  is  broader  than  classical 
study,  broader  than  agriculture  or  mining  instruction, 
broader  than  our  civilization.   It  accepts  the  tribute  of 
the  best  thought  and  methods  of  all  humanity."   (He  was 
impressed  by  the  thinking  of  the  great  philosophers  of  the 
Orient.   Quite  an  interesting  job  here.)   Then  he  pointed 
out  that  we  had  already  the  Agassiz  Chair  in  Oriental 
Languages,  established  by  Regent  Edward  Tompkins  in  1872;  so 
we  had  taken  a  move  to  try  to  serve  the  Pacific  area  and  its 
various  cultures. 

Now  I  want  to  read  exactly  what  he  said: 


Here  (and  by  "here"  he  meant  the  University  of 
California)  should  be  established  a  chair  of 
original  research  and  a  museum  of  Oriental 
products,  manufactures,  and  arts.   Here  should 
be  located  a  College  of  Commerce  and  Travel, 
with  an  endowment  sufficient  to  send  its 
students  to  observe  the  countries  with  which  we 
should  have  closest  intercourse.   Here  should  be 
founded  fellowships  which  would  stimulate  and 
insure  research  in  these  lines  of  investigation 
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fruitful  to  sociology,  history,  and  commerce. 
With  our  established  departments  thus 
supplemented,  students  of  every  race  will  be 
attracted  to  this  University.   The  Occident  and 
the  Orient,  the  past  and  the  present,  will  here 
commingle  their  culture,  and  the  Pacific  will  be 
illumined  from  Berkeley. 


Tremendous,  isn't  it,  really? 
Nathan:   Magnificent. 

Grether:   It  was  magnificent.   The  nice  thing  about  it  was  that  he  was 
now  on  the  Board  of  Regents,  and  he  was  chairman  of  the 
subcommittee  that  in  1898  recommended  the  establishing  of 
the  College  of  Commerce  in  this  kind  of  a  vision.   It  was 
not  a  vision  of  a  narrow  little  trade  school;  it  was  a 
vision  of  having  a  vehicle  for  relating  to  the  Pacific  Basin 
nations.   I  wish  the  many  people  who  participate  in  this 
program  had  this  view  of  what  this  was  all  about. 

Rodgers  appeared  on  the  Board  of  Regents,  first  to  fill 
out  the  term  of  a  deceased  Regent,  Curtis,  and  then  in  his 
own  term.   On  the  Board  of  Regents  he  must  have  met  Jim 
[James]  Clair  Flood,  because  he  was  a  member  of  the  Board  of 
Regents.   I  mention  this  because  it  may  explain  what  I  think 
was  a  rather  surprising  development,  and  that  is  the 
establishment  of  the  Flood  Foundation  in  1898. 


The  Flood  Foundation  (1898)  and  Cora  Jane  Flood## 


Grether:   The  story  of  the  Flood  Foundation  is  a  very  interesting 

human  interest  document,  as  well  as  particularly  important 
in  the  history  of  the  University.   This  for  a  period  was  the 
largest  foundation  in  the  University.   When  it  was  first 
established  by  Cora  Jane  Flood,  it  consisted  of  property, 
the  family  mansion,  and  a  water  company- -Bear  Gulch  Water 
Company  down  the  peninsula- -and  some  miscellaneous  items, 
which  were  then  valued  at  $463,133.39.   The  original  value. 
I  checked  with  the  central  administration  yesterday.   The 
market  value  as  of  the  end  of  the  previous  year  was 
$3,092,530.   The  income,  by  the  way,  for  the  previous  year 
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on  this  was  $171,602.   In  terms  of  time  perspective,  this 
was  an  extraordinary  gift.  How  in  the  world  did  it  happen? 
I  still  don't  know  for  certain. 

For  example,  it's  possible  that  Cora  Jane  Flood  heard 
Rodgers'  Commencement  address.   It's  possible  that  she  was 
influenced  by  her  father;  she  was  a  great  pal  of  her  father, 
both  in  his  private  and  business  affairs.   She  was  with  him 
when  he  died  in  Heidelberg,  Germany,  in  1889.   She  greatly 
admired  her  father,  who  was  a  member  of  the  Board  of 
Regents.   This  was  James  Clair  Flood,  the  man  who  made  this 
immense  fortune  out  of  the  Comstock  Lode  in  Nevada.   He  was 
one  of  a  small  number  of  important  tycoons  in  the  history  of 
California. 

But  there's  another  aspect  to  this  that  may  be  even  more 
important.   I  stumbled  on  this  only  by  accident.   I  happened 
to  discover  a  volume  about  the  Palace  Hotel,  called  Bonanza 
Inn,  by  Oscar  Lewis  and  Harold  D.  Hall,  published  in  1940. 
This  tells  the  story  of  the  great  people  and  others  who  have 
over  the  years  visited  this  very  beautiful  hotel  in  San 
Francisco. 

One  of  the  more  distinguished  visitors  was  General 
Ulysses  Grant,  who  stopped  at  the  hotel  in  the  fall  of  1879, 
on  his  return  from  a  tremendous  world  tour  where  he  was 
treated  like  a  monarch  all  over  the  world.   Also,  this  is 
after  he  had  served  two  terms  as  President  of  the  United 
States,  and  his  friends  wanted  him  to  run  for  a  third  term, 
to  which  he  never  consented,  but  they  ran  him  anyway  and  he 
almost  made  it.   In  other  words,  he  was  defeated  very 
narrowly  by  James  Garfield.   (I  may  have  mentioned  that  my 
grandfather,  when  he  was  collecting  money  for  one  of  his 
churches  in  Ohio,  received  a  contribution  from  a  lawyer  with 
a  top  hat;  he  was  James  Garfield.   [laughter]   The 
coincidence  just  happens  here.) 

When  Grant  visited  San  Francisco,  he  had  with  him  his 
son,  Ulysses  S.  Grant  (he  had  three  sons),  who  was  called 
"Buck"  by  his  friends.   Among  the  events  was  a  trip  to 
Yosemite  Valley  with  Grant's  family  and  some  of  the  local 
people.   The  Floods  were  on  this  trip,  including  Cora  Jane, 
or  as  she  was  known,  Jennie.   In  this  account  she  is 
described  as  a  handsome  girl,  intelligent  and  democratic, 
and  with  a  prospect  of  $4  or  $5  millions.   [laughter] 
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In  any  event,  Buck  Grant  didn't  waste  any  time  on  the 
trip  to  Yosemite .   He  gave  her  a  great  deal  of  attention  and 
proposed  to  her.   She,  as  was  the  custom  at  that  time, 
suggested  that  he  see  her  father.   (This  story  didn't  come 
out  'til  four  years  later;  it  became  available  to  the 
authors  of  this  book.)  So  he  went  to  see  her  father,  James 
Clair  Flood,  at  the  Nevada  Bank,  which  was  his  bank.   The 
father  asked  him  about  his  prospects.   The  theory  here- -it 
still  lingers --is  that  he  was  a  fortune  hunter,  which  he 
was,  I  think.   (I  talked  to  the  third  James  Flood  on  the 
phone  just  a  couple  of  days  ago.  There  is  still  a  Flood 
Building  and  a  Flood  Trust  Fund,  by  the  way,  and  this  is  the 
grandson  to  whom  I  talked  on  the  phone.  Incidentally,  his 
father,  the  second  James  Flood,  has  set  up  a  trust  fund 
which  would  also  come  to  the  University  in  the  event  there 
were  no  heirs.   He  said  they  have  no  worries  about  that; 
there  are  plenty  of  heirs.)   It's  interesting  that  this  is 
true.   I  again  was  trying  to  get  some  information  on  this 
whole  episode. 

He  expressed  the  view  that  Buck  Grant  was  a  fortune 
hunter,  and  this  was  what  James  Clair  Flood  was  worried 
about.   This,  after  all,  was  pretty  quick,  you  know- -a  few 
days ,  and  he  proposes .   So  James  Clair  Flood  asked  him  about 
his  prospects,  and  he  said  he  really  didn't  have  any,  but  he 
was  willing  to  go  to  work.   Flood  was  worried  that  the  story 
would  get  around  that  he'd  married  her  for  her  money. 

I  think  to  put  this  in  proper  perspective  one  should 
realize  that  the  Grant  administration  had  been  one  that  had 
considerable  scandal,  so  people  like  this  would  have  been 
aware  of  a  lot  of  things.   In  any  event,  I'll  read  from  this 
[referring  to  Bonanza  Innl : 


"Very  well,"  said  Flood.   "You  go  back  to  New 
York,  buy  the  stock  I  tell  you,  and  deal  for  six 
months  as  I  suggest,  and  I  think  we  can  fix  you 
up."   So  young  Grant  did  this,  and  in  six  months 
he  had  $100,000  on  his  own,  which  he  had  made 
through  the  investments  recommended  by  James 
Clair  Flood. 


Now  he  was  a  man  in  his  own  right,  you  see.   He  could 
support  a  wife,  and  he  could  not  be  charged  merely  with 
marrying  her  for  her  money.   But  things  were  a  little 
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complicated.   Instead  of  coming  back  to  California  quickly, 
he  delayed  in  the  East,  and  then  he  allegedly  stopped  at 
various  places  across  the  country.   I'm  confident  that  he 
stopped  in  Colorado,  because  he  eventually  married  the 
daughter  of  Senator  Chaffee  of  Colorado.   If  he  was  a 
fortune  hunter,  there  may  be  a  little  story  here  also.   When 
he  got  to  San  Francisco,  he  didn't  go  down  the  peninsula;  he 
dilly-dallied  around  the  city  for  a  while,  and  he  was 
reportedly  flirting  with  some  other  girls. 

In  any  event,  to  make  a  long  story  short,  the  Floods 
became  a  bit  worried  about  this.   I'll  quote  from  the 
volume:   "That  night,  Mr.  Flood  told  his  daughter  he 
believed  they  both  had  made  a  mistake,"  when  they  watched 
what  was  going  on  here.   So  she  broke  off  her  engagement. 
This  is  of  interest  to  the  historian  about  the  Palace  Hotel, 
because  it  undoubtedly  ruined  the  prospects  for  a  big 
wedding  [laughter]  at  the  hotel. 

To  me  this  is  interesting  because  probably  this  is  why 
she  didn't  marry.   It  has  a  further  follow-up  that  I  just 
discovered  recently.   I  just  by  accident  tumbled  onto  this 
story  that  General  Grant  himself  went  to  New  York  City  and, 
contrary  to  the  advice  of  his  friends,  went  on  Wall  Street 
and  lost  $15  million.   I've  been  checking  on  this,  and  I 
think  it's  important  enough  to  put  a  sketch  of  it  into  our 
story  here . 


Grant  and  Ward:   The  Swindle 


Grether:   His  son,  Ulysses,  Jr.,  or  Buck  Grant,  when  he  was  in  New 

York  and  had  this  $100,000,  met  a  young  man  named  Ferdinand 
Ward.   They  set  up  a  firm  called  Grant  and  Ward,  I  would 
judge  with  this  $100,000.   Ward  himself  had  been  just  a 
clerk.   He  had  no  money  himself,  but  apparently  he  was  one 
of  these  people  who  had  extraordinary  powers  of 
communication  and  public  relations.   So  he  became  the 
manager  of  the  resources  of  this  firm,  Grant  and  Ward.   The 
General  was  brought  into  it  as  a  limited  partner.  He  made 
clear  that  he  was  putting  in  some  money  of  his  own,  but  that 
his  liability  was  only  up  to  the  point  of  his  own 
investment. 
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Well,  this  firm  turned  out  to  be  extraordinarily 
successful.   Wealthy  people  as  well  as  people  not  so  wealthy 
invested  with  this  firm. 

Nathan:   Was  this  an  investment  firm? 

Grether:   It  was  an  investment  channel.   The  General  had  made  it  clear 
he  didn't  want  any  investments  in  any  government  enterprises 
because,  as  former  President  of  the  United  States,  this 
would  obviously  not  be  appropriate.  As  it  finally  turned 
out,  there  were  investments  in  nothing.  What  you  had  here 
was  a  stream  of  money  coming  in  from  investors,  out  of  which 
they  would  pay  returns  to  people  who  had  invested,  and  this 
was  apparently  a  complete  swindle.   The  General  was 
involved,  his  name  was  being  used,  and  his  son  was  a 
participant.   But  the  other  man,  Ward,  ran  the  entire 
business . 

I  have  with  me  one  of  the  many  books  about  Grant.   This 
is  one  by  Hamlin  Garland,  called  Ulysses  S.  Grant:   His  Life 
and  Character,  published  in  1920.   This  has  a  chapter 
telling  the  story  of  this  entire  enterprise.   For  example, 
one  Sunday  morning  Ward  appeared  and  asked  to  see  the 
General,  and  his  son  said  that  there  was  a  problem  at  the 
Midland  Bank,  where  they  had  some  funds,  and  they  had  to 
deposit  $150,000  immediately  to  protect  the  situation.   So 
the  General  went  to  W.  K.  Vanderbilt  and  got  the  money.   But 
Vanderbilt  said,  "I'm  giving  it  to  you  as  a  person.   You're 
personally  responsible."  This  check  then  went  to  Ward,  who 
did  whatever  he  did  with  it  (it  isn't  too  clear). 

Later  on,  other  troubles  developed,  and  the  General 
again  had  to  swing  into  action  to  help  round  up  money.   Then 
finally  the  whole  thing  collapsed,  after  about  three  or  four 
years,  and  they  discovered  that  the  loss  amounted  to  about 
$15  million.   This  is  obviously  a  great  blot  upon  the  record 
of  the  general.   It  was  a  national  scandal.   My  point  in 
mentioning  it  is  not  only  because  of  its  human  interest,  but 
undoubtedly  the  Floods  were  thoroughly  aware  of  what  was 
going  on  here.   Undoubtedly  Cora  Jane  (or  Jennie)  Flood  also 
by  now  was  probably  thanking  her  lucky  stars  that  she  hadn't 
been  involved.   It  might  have  influenced  her  psycho 
logically,  because  she  never  married. 
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Funds  Jto  Establish  the  Colleee  of  Commerce 


Grether:  This  is  why  she  was  willing  and  able  to  give  the  University 
the  funds  that  appeared,  then,  in  the  Flood  Foundation. 
They  were  used  as  the  means  of  establishing  the  College  of 
Commerce --through  private  money,  to  begin  with. 

Nathan:   We  were  speculating  about  why  Cora  Jane  Flood  determined  to 
benefit  the  University  of  California.   I  wondered  whether 
she  might  ever  have  attended  this  University? 

Grether:  No,  she  did  not.   She  was  born  in  San  Francisco.   (I'm 
reading,  by  the  way,  from  the  official  document  telling 
about  the  Flood  Foundation  professorship,  which  was 
published  by  the  University.)  She  was  born  in  San  Francisco 
on  September  7,  1855,  and  was  educated  by  private  teachers 
and  at  Notre  Dame  convent  in  San  Jose.   Actually,  she  was 
born  and  died  a  Catholic,  but  she  attended  the  Episcopalian 
Church  in  her  later  years.   Her  contact  with  the  University 
presumably  was  through  her  father. 

I  still  have  not  been  able  to  satisfy  myself  as  to  why 
she  made  this  gift.   One  of  my  theories  that  I've  been 
checking  on  is  that  Arthur  Rodgers  might  have  been  her 
personal  attorney.   Since  he  had  such  a  strong  feeling,  he 
might  have  communicated  this .   But  his  name  does  not  appear 
on  her  will,  for  example,  as  far  as  I  can  tell  from  the 
University  material  down  at  the  Regents'  office.   So  that's 
just  speculation.   It  might  be  very  simple:   she  so  admired 
her  father  and  wanted  to  do  something  that  would  be 
appropriate  to  him.   Since  he  was  a  businessman,  this  would 
be  entirely  within  reason. 

Continuing  with  this,  I  have  before  me  two  papers 
written  by  Professor  Carl  C.  Plehn,  who  was  the  first  dean 
of  the  College  of  Commerce.   These  are  papers  written 
expressly  for  the  Merchants  Association  Review  of  San 
Francisco,  published  in  October  1898,  for  the  first  one,  and 
the  second  one  in  December  1898.   These  have  been  very 
valuable  sources  of  information  to  me  as  to  what  this  was 
all  about.   I'd  like  to  just  briefly  indicate  the  nature  of 
the  analysis.   Professor  Plehn  begins  by  pointing  out 
something  rather  interesting  in  terms  of  our  earlier 
discussion  this  morning- -that  the  attendance  at  the 
University  of  California  had  increased  five-fold,  much 
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faster  than  the  population  increase  in  the  state.   We  were 
riding  a  boom  of  demand  for  access  to  the  University 
facilities.  Then  he  described  the  College  of  Commerce  as  it 
had  been  set  up.   (This  was  during  its  first  year,  when  it 
was  really  not  in  full  operation.) 

The  view  you  get  here --and  also  this  was  present  in  the 
subcommittee  report  of  Regent  Rodgers  and  his  committee- -was 
that  of  a  considerable  admiration  for  the  German  approach  in 
this  field.   In  Germany  at  this  time  there  were  a  large 
number  of  schools  intended  to  train  people  for  commerce , 
especially  international  commerce,  and  for  the  diplomatic 
service.   It's  well  to  recall  that  this  was  the  period  when 
Germany  began  to  be  a  competitor  on  the  international  scene. 
They  had  colonial  ambitions  and  other  ambitions,  and  were 
pressing  hard  in  the  international  field.   Apparently  one  of 
the  tools  that  they  were  employing  in  Germany  was  training 
people  for  this  type  of  activity.  This  was  noted  here  by 
Professor  Plehn  who,  by  the  way,  like  others  at  that  time, 
had  gone  to  Germany  for  part  of  his  advanced  education. 
Professor  Hatfield  of  our  faculty,  Benjamin  Ide  Wheeler,  who 
became  President  immediately  the  following  year,  had  also 
had  considerable  contact  in  Germany. 

Germany  at  that  time  was  riding  a  crest  in  the  field  of 
education  as  well  as  in  other  fields,  and  there  was  a  great 
deal  of  admiration.   The  Japanese,  for  example,  during  this 
period  were  in  touch  with  Germany,  and  there  was  a  great 
deal  of  movement  back  and  forth  between  Japanese  scholars 
and  Japanese  business  people  and  Germans. 


The  German  Model,  and  a  College  of  General  Culture 


Grether:   So  this  was  the  model  that  Professor  Plehn  had  in  mind  in 
these  two  papers.  He  pointed  out,  however,  that  this 
college  need  not  start  from  scratch,  because  it  was  possible 
to  assemble  existing  courses,  to  some  extent,  and  bring  them 
under  the  banner  of  the  college,  so  that  you  were  taking 
advantage  of  this  so-called  collegiate  form  of  organization 
so  typical  of  the  University  then. 

He  also  stressed  that  the  College  of  Commerce  was  not 
one  of  the  applied  science  colleges;  it  was  under  the  banner 
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of  general  culture,  which  I  think  is  very  important  in  terms 
of  our  background --that  this  was  a  broad  vision,  not  a 
narrowly  specialized  vision.   In  his  discussion,  he 
therefore  talks  about  the  need  for  trade,  the  nature  of 
commerce,  the  history  of  commerce,  and  so  on,  about  changing 
transportation  facilities  and  communication  facilities. 

He  ends  up  with  recommending  a  tremendous  variety  of 
things  as  representing  the  ultimate  types  of  studies  to  be 
gathered  together,  which  would  include  such  things  as 
economic  studies  (theory  as  well  as  more  applied  materials), 
studies  in  economic  history,  legal  studies,  political 
studies,  historical  studies,  geographical  studies, 
technological  studies- -just  amazing- -mathematical  studies, 
linguistic  studies  (as  a  matter  of  fact,  the  students  at  the 
College  of  Commerce  had  to  have  at  one  time  two  foreign 
languages;  then  it  boiled  down  to  one,  and  finally  it  was 
dropped) .   But  during  the  early  period,  the  view  was  one  of 
turning  out  people  who  had  this  broad  background,  including 
language  competence,  and  could  then,  you  see,  relate  to  the 
Pacific  Basin  nations. 

I'll  read  here  something  that's  rather  interesting  in 
terms  of  what  happened  eventually. 


Thus  the  College  of  Commerce  will  supplement, 
not  compete  with,  the  work  of  older  business  and 
commercial  schools.   It  is  not  by  their  skill  as 
bookkeepers  that  the  merchant  princes  have  won 
their  title  to  fortune  and  to  fame.   They  have 
been  men  who  could  see  beyond  the  pages  of  their 
ledgers  and  who  understood  something  of  the 
nature  of  the  great  forces  which  govern  the 
commerce  of  the  world. 


I  mention  this  because  I  think  it's  very  important.  Also,  he 
recommended  that  eventually  there  should  be  research  and 
investigation,  and  he  listed  a  whole  series  of  areas  where 
research  was  desirable  in  a  formal  sense. 

Finally,  he  stressed  the  high  importance  of  having 
museums  as  an  adjunct;  there  should  be  in  San  Francisco  a 
museum  of  industry  of  some  sort.   My  guess  is  that  there  was 
a  ti'ae  in  the  developments  in  this  field  when  the  museum 
idea  was  thought  to  be  important.   Germany,  again, 
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especially  has  great  museums.   If  you  visit  Germany,  the 
German  museums  are  tremendous  institutions,  especially  in 
the  field  of  industry.  This  was  stressed  very  heavily  by 
Professor  Plehn  again,  to  some  extent  arising  out  of  his 
Germanic  background. 

It's  worth  reporting  also  that  he  mentioned  that  we  were 
the  first  of  this  sort  now,  except  for  the  Wharton  School, 
established  in  1881.   Their  view  was  somewhat  different;  we 
were  the  first  really  true  College  of  Commerce.  He 
mentioned  that  Chicago  had  also  just  begun  to  move  in  this 
direction.   What  they  had  done  was  to  take  established 
departments  already  existing  in  Chicago  and  put  them 
together  into  a  new  College  of  Commerce.   He  thought  that 
theirs  was  much  more  limited.   Yet  that  might  be  open  to 
question,  because  Chicago  put  sociology  and  anthropology 
under  the  banner  of  the  College  of  Commerce.  There's  been 
quite  a  movement  in  this  direction  more  recently  again. 

Professor  Stephen  Zeff,  who  has  made  a  systematic 
collection  of  Hatfield  material,  states  that  Hatfield  in 
1902  was  appointed  the  first  Dean  of  Chicago's  College  of 
Commerce.   He  came  to  Berkeley  in  1904. 


Carl  Plehn 's  Style 


Grether:  My  wife  and  I  have  both  worked  with  Professor  Plehn,  so  I'd 
like  to  put  in  a  little  note  about  him  here.   He  was  a  tall, 
dignified  man,  bald-headed;  a  very  scholarly,  stiff  type  of 
person.  Underneath  all  that  there  was  a  lot  of  warmth.  We 
took  a  course  in  public  finance  from  him,  where  he  chiefly 
read  his  textbook  to  us.   Very  boring.   In  a  seminar,  where 
it  was  different  and  we  could  get  at  him  and  ask  him 
questions,  we  found  he  was  an  enormous  storehouse  of 
knowledge  and  experience . 

Nathan:   Was  he  productive  in  writing  and  publishing? 

Grether:  Yes;  oh,  yes.  He  is  one  of  the  fathers  of  the  California 
tax  system.   He  was  in  the  field  of  public  finance  and 
taxation.   Later  on,  Roger  Traynor  came  along  and  did  some 
more  work  in  this  area.   But  Carl  Plehn,  I  think,  can  be 
called  one  of  the  fathers  of  the  entire  California  tax 
system.   He  was  also,  I  think,  the  first  man  from  the  West 
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Nathan: 
Gr ether: 


to  be  president  of  the  American  Economic  Association.   A 
very  fine  scholar  and  a  very  fine  person,  but  a  bit  stiff. 

For  instance,  he  gave  a  course  on  the  history  of 
economic  thought,  in  which  he  to  some  extent  read  the  notes 
he  had  taken  in  Germany  as  a  student.   One  day  he  came  to 
class  and  opened  his  folder,  and  he  had  picked  up  the  wrong 
folder.   So  he  dismissed  us --had  nothing  to  say.   [laughter] 
In  other  words,  he  was  that  formal,  you  see;  he  didn't  have 
his  outline  for  the  day  with  him,  so  the  class  was 
cancelled. 

But  all  that  was  in  his  head- - 

Oh,  tremendous.  We  found  in  the  seminar  that  if  we  worked 
at  him,  we  just  got  a  tremendous  amount  of  help.   We  came  to 
admire  him  very  greatly.   He  was  a  very  great  influence. 
When  we  have  time,  I'd  like  to  discuss  other  people.   This 
early  group  of  people  we  had  here  was  rather  an 
extraordinary  group  of  people.   Someone  did  a  beautiful  job 
of  selection,  bringing  top  scholars  into  the  program  of  this 
part  of  the  campus.   That  someone,  to  some  extent,  was 
Benjamin  Ide  Wheeler.   But  Plehn  was  here  before  wheeler. 


Benjamin  Ide  Wheeler  and  the  Importance  of  Merchants 


Grether:  I  have  before  me  also  a  copy  of  the  speeches  given  before 
the  second  annual  banquet  of  the  Merchants  Association  of 
San  Francisco  at  the  Palace  Hotel,  November  27,  1899.   The 
speakers  were  the  president  of  the  Association;  Benjamin  Ide 
Wheeler,  who'd  just  arrived  as  president  of  the  University; 
David  Starr  Jordan,  then  president  of  Stanford;  Arthur 
Rodgers  (already  mentioned);  Carl  C.  Plehn;  and  James  D. 
Phelan,  who  was  the  mayor  of  San  Francisco.   You  can't 
imagine  how  pleased  I  was  when  I  discovered  this  document, 
because  these  are  rather  extraordinary  speeches,  and  the 
setting  is  extraordinary --before  the  Merchants  Association 
of  San  Francisco.   Nowadays  this  is  not  conceivable. 

California  at  this  time  was  still  largely  agriculture. 
To  some  extent  it  was  urbanized,  but  it  was  not  a  modern 
manufacturing  industrial  state.   Therefore  the  merchants 
were  relatively  much  more  important  than  any  other  group. 
It's  hard  for  us  to  realize  the  change  that's  taken  place 
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since  then.   The  key  people  were  the  merchants,  both 
internal  and  in  foreign  trade,  and  San  Francisco  was  at  that 
time  the  leading  center  of  finance  and  trade  in  the  state. 
So  tnis  was  a  very  powerful  group. 

I  think  everyone  ought  to  read  sometime  the  speech  made 
by  Benjamin  Ide  Wheeler,  the  new  president.   For  example,  it 
begins  as  follows: 


I  thank  you  most  heartily  for  your  cordial 
welcome.   It  is  only  an  echo  of  the  welcome  I 
have  found  all  over  the  broad  expanse  of  your 
state,  in  your  cities,  in  your  farms,  in  your 
homes,  and  in  your  University.   I  rejoice  that  I 
am  one  among  you.   It  is  a  delight  to  me  to  be  a 
Calif ornian.   [applause]  Nothing  has  ever  come 
so  easy  to  me  as  being  a  Californian. 


He  goes  on  like  this.   He  must  have  been  an  extraordinary 
person.   He  immediately  put  himself  right  in  as  a  member  of 
the  fcroup,  and  then  went  on  to  ask  them  to  join  with  him  to 
support  the  University,  and  especially  to  support  this  new 
College  of  Commerce. 

Nathan:   How  clever. 

Grether:   Oh,  it's  tremendous  in  terms  of  public  relations  and  a 

community  relations  type  of  approach.   He  went  out  of  his 
way  to  pat  them  on  the  back.   For  instance,  he  said,  "I 
glory  in  your  work."  That's  the  merchants,  you  see.   And  he 
pointed  out  that  they  are  not  mere  shopkeepers;  that  they 
have  a  much  broader  role.   (Sounds  like  modern  talk  about 
business  and  social  responsibility.)   For  instance,  to  quote 
here: 


The  day  has  passed  when  the  University  existed 
to  train  men  solely  for  a  certain  narrow  list  of 
vocations,  either  for  lives  of  leisure,  as 
gentlemen's  sons,  or  to  professions  such  as  the 
ministry,  the  law,  medicine,  and  teachership. 
The  university  has  come  to  see- -the  modern 
university- -that  it  has  to  do  with  all  that 
concerns  life  and  the  interests  of  life.   The 
modern  university  has  seen  the  vision  of  Peter 
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on  the  housetop,  and  no  man  now  dares  call 
anything  that  belongs  to  the  divine  interest  of 
human  life  either  common  or  unclean. 


He  brought  them  right  up,  raised  their  status,  and  I  was 
Just  amazed  how  frank  he  was.   Then  he  again  talked  about 
the  College  of  Commerce.  He  said:   "Germany  is  today  a 
prosperous  and  powerful  country  because  she  has  what  has 
amounted  to  a  school  of  commerce  and  a  school  of  consuls . " 
This  is  what  we're  trying  to  do  here  at  the  University,  to 
some  extent- -follow  the  German  example. 

He  took  a  very  broad  view  of  looking  at  the  trade  routes 
historically,  and  how  now  we  sit  in  the  center  of  a  trade 
route  that's  opening  up  here,  and  how  important  it  is. 

Nathan:   It's  almost  as  if  he  were  following  Rodgers? 

Grether:   Oh,  it  was,  exactly.   I  wonder  if  he  had  seen  Rodgers' 

material;  I  don't  know.   It  was  a  beautiful  job  in  terms  of 
the  nature  of  that  audience.   By  the  way,  David  Starr  Jordan 
was  eclipsed.   I've  heard  David  Starr  Jordan  speak;  he  was  a 
tremendous  speaker.   He  was  a  great  man.   But  in  this  case 
he  was  clearly  eclipsed  by  the  power  of  what  Wheeler  had 
said  preceding  him,  although  he  picked  up  the  theme  to  some 
extent.   For  instance,  David  Starr  Jordan  says:   "Now,  I 
suppose  the  kind  of  businessman  I  am  talking  to  is  of  a 
different  type.  He  is  not  a  mere  shopkeeper."  And  so  on. 
"Not  a  man  who  is  merely  anxious  to  make  all  he  can  out  of 
his  business,  but  is  a  function  of  the  community,  with  a 
part  to  play  in  the  life  of  the  community,  who  has  his 
responsibilities  to  the  country  as  well  as  to  himself.   That 
kind  of  man  I  would  call  a  merchant,  as  distinguished  from  a 
mert  shopkeeper."  That  was  David  Starr  Jordan,  and  this  to 
some  extent  ran  through  the  talk  by  Benjamin  Ide  Wheeler. 

Rodgers  then  also  made  a  brief  talk.   By  that  time  his 
work  had  been  done,  but  his  talk  pretty  much  follows  the 
sort  of  interpretation  I've  given  of  him.   He  said:   "A 
great  college  of  commerce  means  better  businessmen,  means 
broader  men,  means  men  who  apply  the  right  principles  of 
trade  to  wider  fields  than  the  mere  locality  of  their 
residence.   Heretofore  the  learned  professions  have  been 
few." 
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Nathan:   Before  changing  the  tape,  we  had  heard  a  little  about  the 
vision  of  the  College  of  Commerce. 

Grether:  The  vision  actually  was  effectuated  almost  immediately, 
because  a  few  students  began  emerging  (1  think  the  first 
class  had  five  students  in  it) ,  and  among  those  was  a  man 
named  Julean  Arnold,  whom  1  met  in  1933  when  I  went  through 
Shanghai  on  the  way  to  Europe.   He  was  then  commercial 
attache  or  consul,  I've  forgotten  which,  in  Shanghai- -a 
perfect  example  of  how  the  school  was  training  people  for 
service  in  these  Oriental  ports.   Of  course,  the  reverse  has 
been  true;  we've  had  hundreds  of  students  come  here  from  the 
countries  clustered  around  the  Pacific  Basin  over  the  years. 
So  the  college  did,  I  think,  fulfill  a  vision  that  Rodgers 
and  others  had  for  it,  there's  no  doubt  about  that,  and 
continues  to  do  so.   We  have  alumni  scattered  all  over  the 
Pacific  Basin,  and  I  could  verify  this  from  just  an 
experience  in  visiting  some  of  these  areas  and  meeting  with 
alumni.   Maybe  we  can  do  that  some  time,  because  we've  had 
the  pleasure,  my  wife  and  I,  of  doing  this  from  time  to 
time. 


Influence  of  Organization:   The  Colleee  and  the  World 


Grether:   I  think  it  might  be  interesting  next  to  see  further 

developments.  As  I've  gone  over  the  record  of  the  College 
of  Commerce  and  its  predecessors,  I'm  impressed  by  how 
problems  of  organization,  reorganization,  adjustments, 
change,  were  almost  continuous  from  the  beginning.   Also,  as 
I've  studied  this  record,  it  was  clear  that  sometimes  there 
were  delays  that  were  rather  decisive  in  terms  of  the  record 
over  the  years . 

Let's  keep  in  mind  that  the  college  was  established  in 
1898,  the  end  of  the  last  century.   Also,  we  should  keep  in 
mind  that  this  was  the  period  when  the  world  was  tightly 
integrated  economically.   If  you  go  from  this  period  down  to 
World  War  I,  it  was  unique  in  the  history  of  the  world 
because  of  the  degree  of  integration  among  the  nations  of 
the  world.   This  was  a  period  when,  for  example,  the  gold 
points  were  important.   Britain  ruled  the  world,  and 
Britain's  pound  was  the  dominant  currency.   London  was  the 
financial  center.   A  movement  of  two  points  in  the  gold 
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Nathan: 


points --486  to  488 --would  make  for  a  flow  of  gold  to  adjust 
the  exchange  ratios  between  countries . 

When  you  say  gold  points,  is  this  the  value- -the  market 
value --of  the  gold? 


Grether:  Yes,  in  relation  to  the  value  of  the  currency,  and  the 

British  pound  was  the  basic  currency.  World  War  I  started 
to  break  up  this  pattern.  This  is  very  important,  because 
the  kind  of  economics  that's  taught,  the  kind  of  commercial 
business  relations  that  were  practiced- -all  were  influenced 
tremendously  by  the  Balkanization  of  the  world  into  great 
blocs.   After  World  War  I,  the  Russian  bloc  emerged.   This 
has  been  a  pattern  that's  been  current  since  then, 
especially  again  following  World  War  II,  in  contrast  with 
the  recent  and  current  globalization. 

So  far  as  the  College  of  Commerce  is  concerned,  the 
people  involved  here  immediately  began  to  question  the 
college  form  of  organization  in  terms  of  the  needs  and 
interests  of  the  program.  Therefore  I  was  most  interested 
to  discover  in  detail  what  went  on  here.   Just  before  World 
War  I  broke  out,  the  executive  committee  of  the  faculty  of 
the  College  of  Commerce  recommended  that  it  be  changed  from 
a  four-year  undergraduate  college  to  a  three -year  school 
beginning  at  the  junior  year,  giving  the  Bachelor  of  Science 
degree  as  was  given  by  the  College  of  Commerce,  and  then 
adding  a  Master  of  Science  degree  on  top  of  this.   The 
discussions  were  in  terms  of  a  number  of  things.   One  was 
the  needs  emerging  professionally.   Another  was  what  was 
happening  elsewhere  at  other  institutions  in  this  country 
and  abroad. 

In  this  country  at  the  beginning  of  the  first  decade  of 
this  century,  schools  of  business,  or  colleges  of  commerce- - 
whatever  they  were  called- -began  to  emerge  in  public  and 
private  institutions.   Although  we  were  number  one  with  the 
College  of  Commerce,  I  mentioned  already  the  University  of 
Chicago  was  only  six  months  behind,  and  all  the  public 
institutions  began  doing  something  under  this  banner.   So 
there  was  a  tremendous  movement,  and  everybody,  of  course, 
was  in  touch.   We  were  all  in  touch  with  each  other  (when  I 
say  "we,"  I  mean  the  faculty  and  the  administrative 
officers),  and  they  were  watching  these  developments. 
Therefore  the  Berkeley  group,  especially  watching  the 
emergence  of  Harvard  Business  School  in  1909,  did  some 
rethinking  and  recommended  that  the  College  be  changed  into 
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this  three-year  School  of  Commerce,  still  keeping  the  label, 
"School  of  Commerce." 

One  thing  that's  very  interesting  here,  looking  back 
historically,  is  the  fact  that  they  thought  in  terms  of  a 
very  highly  selective  graduate  group- -maybe  thirty  to  fifty 
students --and  that  these  would  be  trained  technically  to  a 
very  high  level  of  professional  competence- -specialists.  As 
this  was  discussed,  it  was  alleged  that  you  could  not  do 
this  in  a  public  institution;  that  this  would  be 
discriminatory,  to  cut  the  numbers  down.  You  should  rather 
make  the  program  available  on  a  broader  basis.   (This,  by 
the  way,  is  rather  important  in  terms  of  what  goes  on  now, 
where  we're  being  forced  time  and  again  to  cut  back  rather 
than  make  our  facilities  or  services  available.) 

The  reply  then  was,  "Look,  we  have  Flood  money.   This 
will  not  be  the  money  of  the  state.   We  can  use  private 
money.   Therefore,  using  private  money,  it  will  be  possible 
for  us  at  the  graduate  level  to  give  this  highly  selective, 
limited  program  of  work."  This  is,  of  course,  the  advantage 
of  having  access  to  private  resources;  you  have  this 
possibility  of  planning,  at  least,  to  do  things  somewhat 
differently. 


Post  World  War  I:   From  College  to  School? 


Grether:   In  any  event,  this  recommendation  was  adopted  by  the 

academic  bodies  and  was  adopted  by  the  Board  of  Regents,  and 
the  president  was  given  authority  to  effectuate  this  change. 
Then  World  War  I  came  along.   It  was  held  that  the 
additional  faculty  might  not  be  available,  and  also  some  of 
the  current  faculty- -like  Henry  Rand  Hatfield- -went  to 
Washington  to  do  war  work.   So  everything  was  held  in 
abeyance  until  the  end  of  the  war. 

Then  a  most  unusual  series  of  developments  occurred  that 
is  a  wonderful  example  of  what  I  had  in  mind  earlier  when  I 
talked  about  the  dominance  of  the  College  of  Letters  and 
Science  over  the  campus.  At  the  end  of  the  war  the  dean  was 
now  Stuart  Daggett,  a  man  for  whom  I  developed  a  great  deal 
of  personal  respect  and  affection.  He  and  Plehn  were  both 
on  cy  Ph.D.  committee  with  Ira  Cross;  I  recall  all  that  very 
vividly . 
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Daggett  was  one  of  the  most  scholarly  men  I've  ever  met. 
He  was  what  I  would  call  a  professor's  professor- -a  man  of 
extraordinarily  high  standards  and  New  England  type  of 
conscience;  I've  never  seen  the  like  of  it  in  terms  of  the 
rigor  of  the  man.   He  was  dean  of  the  College  of  Commerce  at 
the  end  of  the  war  period.  He  then  revived  this  idea  of 
changing  the  college  into  a  school.   It  came  before  the 
Academic  Senate,  and  a  motion  was  made  to  refer  it  to  the 
College  of  Letters  and  Science  for  study. 

Nathan:   May  I  ask  why  it  would  be  referred  to  the  College  of  Letters 
and  Science? 

Grether:   I  think  the  outcome  will  indicate  just  what  was  involved 
here.   The  dean  of  the  College  of  Letters  and  Science  at 
that  time  was  Professor  George  Louderback,  whom  I  got  to 
know  very  well.   In  fact,  at  one  point  later  on  I  was  on  the 
executive  committee  of  the  college,  working  with  Dean 
Louderback.   Louderback  was  a  geologist  who  had  a  geologic 
sense  of  time--at  least  in  committee  meetings.   [laughter] 
I  learned  so  much  from  him- -an  extraordinarily  acute  person 
in  terms  of  getting  results  in  a  committee.   I'd  sit  there 
and  wonder,  "When  is  this  going  to  end?"  But  I  knew  it 
would  end  when  he  got  what  he  wanted.   [laughter]   One  of 
the  great  statesmen  of  this  period  of  the  University's 
history.   [shuffling  papers]   (I  have  to  find  the 
appropriate  documentation  here.) 


College  of  Letters  and  Science:   No  (1921) 


Grether:   Finally,  when  the  college  of  Letters  and  Science  put  in 

their  report,  they  took  a  position  opposed  to  having  this 
school  established.   The  exact  wording  is  rather  important 
here.   (I'm  just  trying,  in  all  this  collection  of 
materials- -) 

Nathan:   There's  no  rush. 

Grether:   Okay.   I'll  find  it  here.   [pause]   Here  it  is.   "The  action 
of  the  executive  committee  of  the  College  of  Letters  and 
Science"  reads  as  follows: 

Nathan:   What  was  the  date,  roughly? 
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Grether:   This  looks  like  it's  November  21,  1921. 
Nathan:   Right  after  the  war. 

Grether:   Yes.   In  a  later  section  we  will  discuss  the  so-called 

academic  revolution  that  occurred  at  this  time,  under  which 
the  Academic  Senate  became  a  powerful  force . 


[reading]  Inasmuch  as  a  proposed  plan  for  a 
School  of  Commerce  would  throw  into  the  College 
of  Letters  and  Science  (during  the  freshman  and 
sophomore  years)  a  large  number  of  students  over 
whom  the  College  of  Letters  and  Science  would 
have  no  effective  control,  since  they  would  not 
ultimately  obtain  a  degree  from  the  College  of 
Letters  and  Science,  it  is  the  opinion  of  the 
committee  that  the  establishment  of  a  School  of 
Commerce  in  the  form  proposed  would  be 
inadvisable. 


Signed  by  George  D.  Louderback. 

When  this  matter  was  brought  up  again  before  the  senate, 
this  report  was  presented.   Then  Louderback  voted  to  table 
the  motion  which  had  been  made.   So  that  was  passed  by  a 
split  vote,  and  this  reorganization  was  not  effectuated. 

Nathan:   This  was  a  vote  in  the  Academic  Senate? 

Grether:   Yes.   All  such  actions,  I  found  later  on  when  I  went  through 
all  these  reorganization  plans,  have  to  go  through  the 
senate- -through  the  proper  committee  structure  and  through 
the  senate,  finally.   It's  a  very  laborious  but  very 
important  aspect  of  the  participation  of  the  faculty  in  the 
governance  of  the  University. 

This,  as  I  look  back  upon  it,  was  most  unfortunate, 
because  if  the  University  of  California  at  Berkeley  had  made 
this  move  at  this  time  it  would  have  continued  its 
leadership.   Instead,  it  just  stopped  everything  and  held  us 
with  a  four-year  undergraduate  college  while  other 
institutions  were  making  other  moves.  Actually,  this  held 
until  I  became  dean  in  1941,  when  I  again  reopened  the 
matter  (as  I  will  discuss  next  time) . 
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In  1929,  the  M.S.  degree  was  added  on  top  of  the  College 
of  Commerce  under  the  graduate  division,  but  you  didn't  have 
the  compact  school  form  of  organization  that  had  been 
recommended. 


Importance  of  Advising  Students 


Grether: 


Nathan: 
Grether: 


It's  true  this  might  have  been  a  bit  of  a  burden  on  the 
College  of  Letters  and  Science,  but  in  any  event,  our 
students  were  there  taking  the  work. 

The  first  two  years  were  entirely  background  work  in 
languages,  history,  science,  and  so  on.   They  were  there  in 
any  event,  the  difference  merely  being  that  they  were  not 
degree  candidates.   They  would  now  at  the  junior  level 
transfer  to  the  School  of  Commerce.   Later  on,  when  they 
made  this  change,  this  issue  was  still  there  (and  I'll 
discuss  it  then  again) ,  because  this  same  problem  arose 
concerning  our  relationships  with  these  students  during  the 
first  two  years  in  Letters  and  Science- -well,  we  might  as 
well  put  it  in  the  record  now. 

For  a  period,  we  were  allowed  to  advise  these  students. 
We  had  our  own  advisors;  they  could  come  to  us.   They  would 
announce  themselves  as  pre-business,  and  they  would  come  to 
us.   This  was  true  of  pre-medi=  and  other  people;  Letters  and 
Science  allowed  the  professional  schools  to  advise  students 
who  were  coming  to  them.   This  was  very  important,  because 
they  became  acquainted  with  us  and  we  could  see  to  it  that 
they  took  the  proper  prerequisites  in  preparation  for  our 
work. 

But  then  Letters  and  Science  decided  to  purify  itself, 
and  we  were  not  allowed  to  advise  our  students  anymore. 
They  dropped  all  these  pre -professional  advisory  types  of 
arrangements . 


They  didn't  replace  this  with  their  own? 


Oh,  yes,  but  that's  the  problem,  because  the  advisors  in 
Letters  and  Science  were  not  aware  of  our  interests  at  all, 
and  they  were  not  interested  in  the  students  coming  to  us. 
From  their  standpoint,  the  students  were  making  a  mistake; 
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in  any  event,  they  should  stay  in  Letters  and  Science.   So 
the  students  had  unsympathetic  advisors  during  the  first  two 
years  who  often  didn't  know  the  nature  of  the  requirements 
in  the  professional  programs  toward  which  the  students  were 
heading. 


The  Break  at  the  Junior  Level,  and  Relative  Balance 


Grether:   Another  thing  happened;  we  might  as  well  get  it  on  the 

record  now.   When  we  made  our  change  later  on,  the  community 
colleges,  or  so-called  junior  colleges,  were  then  becoming 
very  important,  and  fewer  of  our  students  were  coming  to  us 
at  the  freshman  level;  a  high  proportion  were  coming  at  the 
junior  level.   At  that  time  the  University  had  the  A. A. 
degree  that  was  held  to  be  an  important  degree.   This  was  a 
breaking  point  between  the  junior/community  colleges  and  the 
University,  and  this  was  a  proper  breaking  point.   We'd 
hardly  made  this  change ,  based  upon  what  we  thought  was  a 
statewide  situation,  when  the  College  of  Letters  and  Science 
and  the  campus  dropped  all  of  this.   It  wiped  out  the  break 
at  the  junior  level  and  allowed  students  to  mix  up  the  four 
years  much  more  definitely  than  would  be  true  if  you  had  a 
sharp  break  at  the  junior  level.   So  again  we  were  left  in  a 
rather  unfortunate  situation. 

In  private  analysis  of  competition  analysis,  in  which  I 
do  a  great  deal  of  work,  there's  a  theory  of  the  dominant 
firm- -how  business  firms  react  in  the  presence  of  a  dominant 
firm,  and  what  this  does  to  their  practices  and  behavior, 
and  what  this  does  also  to  the  national  economic  policy  of 
competition  and  antitrust.   In  a  sense,  I  was  noting  the 
same  impact  within  the  University  system—that  is,  the 
impact  of  the  dominant  enterprise  upon  the  affiliates  within 
the  University. 

This  got  so  bad  at  one  point  later  on  that  the 
professional  schools  got  together  and  organized  themselves 
as  a  countervailing  power  bloc  to  Letters  and  Science.   It 
was  a  little  difficult  for  me  because  I  had  been  chairman  of 
the  Academic  Senate  for  three  years;  I've  always  had  strong 
feeling  for  general  University  participation  in  the 
community.   I  had  an  associate  dean  who  was  acting  dean  when 
I  was  away- -Perry  Mason- -who  was  secretary  of  this  group. 
He  had  a  very  strong  feeling.   Baldwin  Woods,  who  was  a 
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great  power  in  the  University,  called  this  group  together. 
He  was  from  the  engineering  faculty.   They  wanted  to 
organize  a  counter  power  bloc  on  the  campus  in  opposition. 
I  opposed  this;  I  felt  that  this  would  be  a  divisive 
influence.   I'm  not  sure,  looking  back  upon  it,  if  1  was 
right.  This  is  now  recognized,  of  course,  in  the  University 
structure  by  having  a  provost  for  the  professional  schools 
and  a  provost  for  the  other  units  on  the  campus.   But  the 
problem  is  still  here,  as  to  the  relative  balances  between 
professional  programs  and  so-called  liberal  arts  programs. 

For  what  it's  worth  (I  might  as  well  put  it  on  the 
record  now)  my  feeling  here  is  that  there  is  almost  as  much 
professionalism  in  the  departments  of  Letters  and  Science  as 
there  is  in  the  so-called  professional  schools.  This  was 
checked  out  very  carefully  by  W.  L.  Crum,  who's  vice- 
chairman  of  our  faculty,  when  we  had  some  problems  in  terms 
of  the  requirements  for  majors  in  Letters  and  Science.  We 
found  that  majors  in  Letters  and  Science  actually  are  more 
specialized  than  are  students  in  our  own  business 
administration  programs,  and  they  were  allowed  to  be  more 
specialized.   When  they  reached  the  limits,  for  example,  of 
their  own  major,  then  they  merely  stepped  out  to  the  nearest 
major.   But  doing  this,  they  were  able  to  specialize  much 
more  than  we  would  have  allowed  them  to  specialize,  for 
example,  in  our  own  program.   In  other  words,  one  doesn't 
resolve  the  problem  of  the  career  interest  and  orientation 
of  students  by  setting  up  certain  arbitrary  requirements  in 
the  name  of  liberal  arts  and  liberal  programs  of  education. 

For  what  it's  worth,  my  view  has  been  that  you  take 
advantage  of  the  fact  that  students  are  oriented  towards 
careers,  and  should  be  expected  to  be  oriented  towards 
careers,  and  make  it  clear  to  them  that  for  a  successful 
career  you  need  the  right  combination  of  what  you  might  call 
liberal  arts  or  liberal  background,  plus  some  tools  and 
background  for  beginning  their  careers.   This  is  the  view  we 
took  in  the  College  of  Commerce,  and  the  view  we  took  also 
in  our  work  in  Business  Administration.   I  think  it's  a 
healthier  view,  and  it's  something  that  the  students 
understand,  rather  than  setting  up  artificial  roadblocks  or 
requirements . 
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Core  Program  Requirements 

Nathan:   May  I  ask- -to  be  discussed  either  now  or  later- -if  it  is 

your  view  that  it  is  desirable  to  have  a  planned  curriculum 
so  that  there  is  a  progression  and  there  are  certain 
prerequisites,  rather  than  suggesting  to  the  students  that 
there  is  no  particularly  coherent  body  of  material  that  you 
must  master? 

Grether:   I'm  glad  we'll  talk  about  that. 

I'm  going  to  make  a  big  jump  here.   There's  a  volume 
behind  me  on  the  shelf  here,  on  the  history  of  the  American 
Association  of  Collegiate  Schools  of  Business,  of  which  I'm 
one  of  the  coauthors- -a  chapter  or  two  in  there.   I  was 
president  of  the  American  Association  of  Collegiate  Schools 
of  Business  from  1948  to  '49.   During  my  administration,  the 
AACSB  adopted  the  so-called  "core  program  requirements." 
These  are  statements  of  requirements  that  would  represent 
the  commonality  in  all  schools  of  business. 

When  I  became  president,  I  called  a  meeting  of  the 
executive  committee  down  in  New  Orleans.   I  said,  "We're  not 
going  down  to  that  French  Quarter  until  we  get  some  action." 
[laughter]   I  raised  this  question- -that  some  things  must  be 
more  important  than  other  things  (to  answer  your  question). 
This  is  not  a  smorgasbord  or  a  cafeteria.   There  must  be 
things  that  people  have  to  have  that  are  more  important  than 
others  in  the  whole  universe,  and  that  from  our  experience 
we  must  by  now  have  distilled  them.   It  turns  out  we  had. 

But  right  away  I  was  told,  "Oh,  you'll  ruin  the 
association.   There's  too  much  diversity  among  these 
schools."   I  said,  "Well,  let's  try."   So  we  agreed  upon 
something,  and  we  came  to  a  meeting  and  it  was  adopted 
rather  easily.   I'm  called  the  father  of  the  core  program, 
where  we  set  up  these  requirements.   In  other  words,  for 
example,  all  students  should  know  some  economics;  after  all, 
business  is  an  economic  entity  relating  to  an  economy.  All 
students  should  know  some  accounting;  you've  got  to  keep 
records,  make  evaluations  and  judgments.  All  students 
should  know  something  about  organization  of  enterprise,  and 
should  know  something  about  personnel  policies.   Marketing- - 
after  all,  the  essence,  what  it's  all  about,  is  marketing 
and  selling.   There  must  be  some  knowledge  of  finance, 
business  being  financed.   So  we  set  up  so-called  core 
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requirements  that  all  schools  would  be  expected  to  require 
as  a  minimum.  Then  they  can  go  beyond  that  to  accommodate 
local  needs. 

This  is  all  written  up  beautifully  in  this  history  of 
the  association.  A  curious  thing  is  that  at  that  time  it 
was  alleged  that  one  of  the  problems  would  be  the  southern 
schools;  that  they  wouldn't  fit  into  this.   As  it  worked 
out,  they  are  the  people  who  are  the  strongest  proponents  in 
recent  years.  Why?  Because  they  found  they  could  use  these 
requirements  as  levers  on  their  administrations  to  get 
funds.   "Look,  here's  something  that's  supposed  to  be 
important.   We  don't  have  it  because  we  don't  have  enough 
resources. " 

There's  a  difficulty  here,  to  answer  your  question,  and 
we're  suffering  from  it  right  now.   Once  you  get  this 
spelled  out,  it  tends  to  become  too  solid.   I  made  a  motion 
the  last  meeting  of  the  association  I  attended  before  I  left 
the  association,  in  which  I  said  the  members  of  the 
association  should  be  encouraged  to  experiment  outside  this 
core  and  then  report  to  the  others  the  results  of  their 
experimentation.   I  did  this  because  I  could  see  that  some 
schools  felt  that  if  they  had  these  minimums ,  they  were  in, 
you  see.   There's  too  much  emphasis  upon  these  minimum 
requirements  as  opposed  to  the  totality,  and  also  as  opposed 
to  local  adaptation  to  variations  in  regional  and  local 
situations,  but  especially  as  to  what's  happening  in  the 
world  of  scholarship  or  new  developments.  One  has  to  be  on 
a  flexible  basis  to  incorporate  these  new  developments. 

One  curious  outcome  is  that  right  now,  in  the  last  two 
or  three  years,  our  school  has  been  on  semi -probation 
because  we  haven't  quite  met  in  detail  all  of  these  core 
requirements.   It's  not  very  serious,  but  it  shows  what  can 
happen  if  you  bureaucratize  something  like  this,  and  then 
you  get  visiting  deans  who  come  in  with  these  requirements 
and  say,  "Look,  you  have  a  little  weakness  here."  The  view 
should  be  looking  at  these  merely  to  begin  with,  and  then 
look  at  the  total  program  and  the  kind  of  graduates  that  are 
being  turned  out,  and  so  on. 

Yet,  to  go  back  to  your  question,  some  things  are  more 
important  than  other  things.   Also,  employers  have  a  right 
to  know  that  graduates  of  schools  of  business  have  certain 
types  of  at  least  initial  expertise  that  they  can  build 
upon.   In  our  program,  over  the  years,  accounting  has  been 


476 


the  most  influential  aspect,  partly  because  people  like 
Henry  Rand  Hatfield  were  pioneers  in  accounting,  but  partly 
also  because  we  were  for  a  time  the  sole  source  of  training 
people  in  the  state.   It's  now  scattered  out  very  widely. 

One  result  of  this  rich  history  is  that  we  probably, 
relatively,  have  a  stronger  faculty  in  accounting  and 
accounting  patronage  than  we  have  in  almost  any  other  field. 
This  is  partly  because  of  the  market  factor  there- -jobs  for 
accountants.  This  in  itself,  of  course,  is  a  good  example 
of  the  problem,  because  accounting  is  no  longer  accounting 
as  it  was  fifty  years  ago.   Accounting  firms  have  a  much 
broader  base  of  facilities  and  responsibilities  than  they 
had,  say,  forty  or  fifty  years  ago,  because  the  world  has 
changed . 

Nathan:   The  laws  have  changed? 

Grether:   The  computer,  for  example,  if  nothing  else,  has  brought  an 
enormous  amount  of  change  here.   In  fact,  the  problems  of 
adjustment  to  change  are  so  serious  in  all  professional 
fields,  including  ours,  that  it's  almost  breathtaking.   Just 
now  we  are  in  the  throes  of  putting  in  a  new  computer 
system,  an  interactive  system  for  teaching  purposes.   I 
understand  that  some  serious  blunders  have  been  made.   Rapid 
changes  in  technology  have  to  be  somehow  related  to  our 
teaching  programs. 

That's  a  long  detour  in  answer  to  your  question. 

Nathan:   It's  a  central  concept,  and  there  has  been  some  student 

discussion  about  the  freedom  to  choose.   I  was  curious  about 
your  view. 

Grether:   By  the  way,  as  a  result  of  the  1960s  turbulence  and  student 
action  on  this  campus,  they  went  too  far- -not  in  our 
program,  but  I  think  in  Letters  and  Science  again- -in 
dropping  requirements.   That  is,  the  students  were  allowed 
to  patronize  the  cafeteria,  and  went  ahead  and  made  their 
own  choices.   There  must  be  a  combination  of  some  guidance 
and  guidelines  and  parameters,  as  well  as  an  open-ended  area 
for  choice  based  upon  individual  variations. 

I  came  to  the  conclusion- -and  I  hope  sometime  we  look  at 
the  turbulent  '60s --that  a  lot  of  students  wanted  more 
guidance  than  they  were  getting.   They  were  at  loose  ends, 
and  we  took  them  too  seriously- -let  them  dangle,  I  think,  at 
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looser  ends  than  they  really  would  have  preferred 
[laughter],  all  things  considered. 

From  here  on,  we're  in  trouble  in  terms  of  our  history. 
I'll  tell  you  why.  When  this  change  was  not  made  in  1920 
and  '21  and  '22,  because  of  the  action  of  the  College  of 
Letters  and  Science,  then  we  continued  with  the  existing 
four-year  college,  without  change.  And  actually  we  were  out 
of  step.   In  the  meantime,  labels  had  changed:   "commerce" 
was  dropped  in  favor  of  "business  administration."  And  now 
increasingly  "management"  is  the  label  that's  being  used. 
We  were  not  really  adjusting,  in  the  University  of 
California  Berkeley  campus,  to  the  technological  and  other 
changes  occurring  around  us . 

I  saw  this  vividly  when  I  was  acting  dean,  '34  to  '36, 
in  the  absence  of  Henry  Francis  Grady. 


Thinking  of  Reorganization,  and  Coasting## 


Grether:   I  was  saying  that  since  no  changes  were  made,  and  we  got 
into  the  great  crisis  period  of  the  1930s  in  terms  of  the 
existing  history,  we  had  problems.   I  saw  this  most  vividly 
when  I  was  acting  dean  from  1934  to  1936,  so  much  so  that  I 
made  a  presentation  before  the  executive  committee 
suggesting  a  reorganization,  which  was  adopted  in  principle. 
I  am  not  prepared  to  discuss  that  today,  but  I  think  as  a 
basis  for  what  happened  later  on,  maybe  next  time  we  could 
stare  with  this  to  indicate  the  nature  of  the  thinking. 

Incidentally,  this  is  one  reason  why  I  told  President 
Sproul  I  did  not  wish  to  be  an  acting  dean  again.   I  felt 
that  as  an  acting  dean  my  responsibility  was  not  merely  to 
the  college  but  to  the  dean  who  was  away.   I  wasn't  sure  I 
could  speak  for  Henry  Francis  Grady.   I  might  say  that  when 
Grady  got  back  on  the  job,  there  turned  out  to  be  a  problem 
in  terms  of  pushing  some  of  these  things .   I  think  I 
mentioned  earlier  that  President  Sproul  (who  was  a 
tremendous  man,  extraordinary  man,  really  a  great 
administrator  who  became  the  father  figure  of  the  University 
of  California  in  the  state  and  throughout  the  world)  allowed 
himself  to  get  in  a  position  where  he  could  not  maintain  his 
responsibilities.  That  is,  he  violated  the  span  of  control 
doctrine  much  too  widely.   Grady  felt  this  very  strongly. 
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Grady  was  a  man  accustomed  to  high  responsibilities,  and  he 
did  not  get  to  see  the  president,  as  he  wished  to  talk  about 
some  of  these  things.   So  my  impression  is  that  he  just  gave 
up  finally;  so  we  were  coasting,  so  to  speak. 

Then  after  Grady  left,  Calkins  came  in,  chiefly  to  be 
chairman  of  the  Economics  Department  because  it  had  gotten 
into  some  problems  (and  I  think  perhaps  next  time  I  should 
put  in  a  bit  of  historical  background  on  Economics). 

The  Economics  Department  was  the  key  personnel  unit  for 
the  College  of  Commerce  faculty,  plus  all  other  departments 
where  we  picked  up  courses.   But  the  one  unit  where  we  had 
closest  ties  was  the  Economics  Department.   (I'm  still 
called  Professor  of  Economics  Emeritus.)   This  was  quite  a 
typical  situation  around  this  country,  for  the  colleges  of 
commerce  or  business  to  emerge  out  of  or  gobble  up  the 
economics  departments.   In  some  places,  the  Economics 
Department  is  part  of  the  curriculum,  is  under  the 
jurisdiction  of  the  School  or  College  of  Business  or 
Management,  whatever  it  is.   This  has  never  happened  here, 
and  I  would  always  oppose  this,  because  I  think  the 
Economics  Department  should  be  allowed  to  work  out  its  own 
destiny.   Similarly  for  the  School  of  Business 
Administration. 

This  is  why  one  of  my  first  moves  when  I  became  dean  was 
to  recommend  establishing  a  Department  of  Business 
Administration.   (We'll  discuss  that  whole  development  next 
time.   I  have  all  the  documents- -the  moves  that  had  to  be 
made,  the  approvals  that  had  to  be  gotten,  and  the  kind  of 
thinking  that  went  on  there.   It's  locked  up  somewhere  in 
these  files,  and  we  can  pick  up  from  that  next  time.) 

In  all  of  this  it's  very  important  to  understand  that 
the  College  of  Commerce  program's  first  cousin  on  the  campus 
was  the  Economics  Department,  which  was  its  closest  base. 
This  helped  establish  the  pattern,  because  the  kinds  of 
people  involved  here ,  and  the  extent  to  which  they  had  an 
interest  in  the  commerce  or  business  program,  made  an 
enormous  difference . 

What  happened  increasingly  was,  I  think,  that  in  spite 
of  the  best  efforts  there  was  not  really  a  full  interest  in 
what  you  may  call  increasing  professionalization  of  training 
in  this  field.   That  is,  training  professional  economists  is 
one  thing;  training  people  to  be  managers  and  accountants 
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and  market  experts  and  whatnot  in  businesses  involves  some 
economics,  but  it  gets  you  into  other  directions  also,  you 
see.  This  is  the  kind  of  problem  we  were  facing  in  the 
1930s,  increasingly  under  difficulties. 

Next  time  I'd  like  to  begin,  then,  with  the  1930s,  and 
then  discuss,  if  you  don't  mind,  the  kinds  of 
recommendations  that  came  up  when  I  became  dean,  and  the 
moves  we  made,  and  so  on.  That,  I  think,  can  move  rather 
quickly  because  the  documentation  is  there ;  1  have  it  in  my 
files.   I  can  refer  to  documents  that  are  easy  to  get. 


Core  in  the  Earliest  Days 
[Interview  13:   December  10,  1976 ]## 

Nathan:   Perhaps  you  would  like  to  say  more  about  requirements  and 
prerequisites  and  that  sort  of  thing  this  morning. 

Grether:   Since  we  met  last  time,  I  discovered  a  gold  mine  in  the 
office  of  the  University  Registrar.  There's  a  file  of 
University  Registers  that  goes  from  1870  down  to  the 
present.   Apparently  each  year  they  bind  together  the 
general  catalog  and  other  materials,  and  this  is  called  the 
University  Register.   This  will  save  me  a  lot  of  work, 
looking  ahead,  because  I  don't  have  to  go  out  and  dig  these 
things  out  of  the  archives. 

I  went  over  and  looked  at  the  early  announcements  of  the 
College  of  Commerce,  and  I  discovered  that  right  from  the 
start  it  prescribed  practically  all  the  work  of  the 
students,  except  for  the  first  year  or  two  while  it  was 
getting  organized  (then  things  were  somewhat  more  informal). 
You  will  recall  that  last  time  I  quoted  from  a  couple  of 
papers  by  Carl  C.  Plehn,  the  first  dean. 

For  example,  in  the  year  1902-1903  (by  this  time  the 
College  was  entering  its  third  full  year) ,  125  units  were 
required  for  graduation.  Of  these,  there  was  first  a  group 
called  elementary  studies  in  the  lower  division,  as  follows: 
English,  6  units;  Modern  Language,  18  units;  Mathematics, 
8  units;  History,  Medieval  and  Modern,  12  units;  Economics 
(Theoretical),  6  units;  Geography,  15  units.   And,  by  the 
way,  included  in  Geography  were  7  units  in  the  study  of  the 
materials  of  commerce,  with  the  assistance  of  the  Pacific 
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Nathan: 
Grether: 


Commercial  Museum.  You'll  recall  that  I  mentioned  that 
Professor  Plehn  talked  about  using  a  museum  as  a  resource. 
So  they  did  at  that  time  use  the  Pacific  Commercial  Museum 
as  a  resource  for  teaching  purposes.  These  were  all 
required  in  the  lower  division.   (Would  you  hand  me  that 
column  that  has  the  requirements?)   [With  another  course] 
there  is  a  total  of  70  units  of  elementary  studies. 

Then  in  the  upper  division  there  was  what  was  called 
Technical  Studies  in  Practical  Economics:  History  and 
Theory  of  International  Commerce,  6  units;  Money,  Banking, 
and  Credit,  3  units;  Manufacturing  Processes,  3  units; 
Public  Finance,  3  units;  Statistics,  3  units.   By  the  way,  I 
discovered  that  Professor  Plehn  seemed  to  give  everything; 
we've  two  courses  in  statistics  right  from  the  start- - 
Accounting  (again  by  Plehn)  [laughter],  3  units  (he  was  a 
one-man  department);  Transportation,  3  units;  Commercial 
Practice,  2  units;  and  something  called  Social  Policy  (about 
which  I'd  like  to  know  more),  3  units.  A  total  of  29  units, 
so-called  studies  in  practical  economics. 

Then  in  Jurisprudence,  12  units:   Elementary  Law,  3 
units;  International  Law,  3  units;  and  Industrial  and 
Commercial  Law,  6  units.   Then  finally  there  was  something 
called  Electives  for  14  units,  but  they  really  weren't 
elective,  because  these  were  studies  or  courses  to  be 
devo'ced  to  a  special  field  that  had  to  do  with  the  career 
objectives  of  the  students;  it  allowed  them  to  select 
courses  with  this  particular  type  of  orientation. 

The  following  year  these  125  units  remained,  plus  four 
units  of  physical  culture.   So  you  had  129  units  within 
which  there  was  very  little  play  except  for  the  choice  of 
courses  within  these  areas,  where  there  were  often  some 
course  options.   I  think  that  is  highly  important  to  keep  in 
mind,  because  it  indicates  that  we,  very  early,  were  on  the 
basis  of  what  I  call  the  core  program  that  was  later  adopted 
by  the  American  Association  of  Schools  of  Business,  and  this 
is  part  of  my  background.  This  is  the  first  time  I  really 
realized,  frankly,  that  it  was  here  from  the  beginning  of 
the  work  in  the  college. 

Would  a  standard  course  be  15  units  a  semester? 


Either  15  or  16. 
antic  uncements. 


Yes,  that  is  indicated  in  the 


Grether: 
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Economics  Department  (1902)  History.  Faculty,  and  Role 


This,  I  think,  as  I  look  at  this  with  my  own  background  and 
perspective,  reflected  the  kind  of  people  who  were  involved 
in  the  College  of  Commerce  in  the  early  period.  If  you  don't 
mind,  I  thought  we  might  look  at  the  Economics  Department, 
which  was  the  base  out  of  which  the  College  of  Commerce  was 
operating. 

Nathan:   Fine. 

Grether:  The  Economics  Department,  which  served  the  College  of 
Commerce  as  the  personnel  unit  until  1942  when  the 
Department  of  Business  Administration  was  established,  is 
therefore  a  strategic  department  or  faculty  insofar  as  the 
College  of  Commerce  is  concerned.   I've  enjoyed  looking  up 
the  historical  materials,  and  you'll  see  things  stacked  up 
in  front  of  me  here . 

The  Department  of  Economics  was  established  or  set  up  in 
1902,  under  the  chairmanship  of  Adolph  C.  Miller.   Miller 
had  been  here  off  and  on  before  this,  and  then  he  was 
brought  back,  after  he  had  been  teaching  elsewhere,  by 
Benjamin  Ide  Wheeler.   I  think  I  may  have  mentioned  earlier 
that  one  of  Benjamin  Ide  Wheeler's  contributions  to  the 
University  was  his  rare  ability  of  selecting  strong  people. 
Adolph  Miller  and  the  people  who  surrounded  him  were  of  this 
sort. 


I  think  it's  worthwhile  spending  some  time  on  Miller. 
He  didn't  stay  very  long,  actually.   He  left  in  1913  to 
become  Assistant  Secretary  of  the  Interior.  Then  in  1914 
Woodrow  Wilson  appointed  him  to  the  Federal  Reserve  Board, 
where  he  served  for  22  years  as  one  of  the  governors.   He 
must  have  left  a  very  definite  impact  upon  the  program, 
because  it's  clear  he  was  a  man  of  affairs;  that  is,  he  had 
had  considerable  experience  of  this  sort  before  he  arrived, 
and  then  was  lured  away  into  governmental  service. 

Also  an  interesting  aspect  of  Miller's  situation  was  the 
fact  that  his  wife  was  Mary  Sprague,  the  sister  of  Lucy 
Sprague  Mitchell,  who  was  the  first  Dean  of  Women  on  the 
University  of  California  campus.   In  fact,  she  and  Jessica 
Peixotto  were  the  first  women  to  be  appointed  to  the  faculty 
of  the  University  of  California,  which  I  think  tells  a  lot 
about  the  history  of  the  University. 
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Apparently  Lucy  Sprague  would  not  accept  the  appointment 
as  Dean  of  Women  without  a  faculty  appointment,  so  they  gave 
her  an  appointment  in  the  English  Department.  At  the  same 
time,  Jessica  Peixotto  was  coming  along  in  a  field  that 
later  came  to  be  called  Social  Economics.   But  her  first 
title  was  Lecturer  in  Sociology  (much  to  her  horror,  because 
she  disliked  the  term  "sociology").  This  is  a  very 
interesting  phenomenon,  because  later  on  Frederick  J. 
Teggart  was  the  first  chairman  of  a  department  called  Social 
Institutions;  he  also  objected  strongly  to  the  title 
"sociology."  The  University  of  California  lagged  behind 
other  universities  in  this  area,  at  least  as  far  as  labels 
were  concerned. 

Well,  to  return  to  Miller,  the  character  of  the  people 
who  appeared  here  I  think  tells  us  a  lot  about  Miller  and 
also  about  other  developments  in  the  College  of  Commerce. 
But  first  I  think  we  have  to  go  back  a  bit  even  to 
understand  Miller  and  the  establishment  of  the  department. 
In  the  background  was  Bernard  Moses,  after  whom  the  building 
is  named  in  which  you  have  your  office  [IGS],  don't  you? 

Nathan:   Yes. 

Grether:   Bernard  Moses,  like  Plehn,  was  kind  of  a  one-man  college. 
He  started  out  in  history  and  then  developed  the  title 
History  in  Political  Science,  and  then  also  the  title 
History  in  Political  Science  and  Political  Economy.   So  he 
gave  some  of  the  initial  work  in  the  field  of  economics 
under  the  label  of  Political  Economy.    (Jessica  Peixotto 
said  she  owed  a  great  debt  to  him;  she  had  been  one  of  his 
students. ) 

He  became  the  father  of  both  the  Political  Science 
Department  and  the  Economics  Department  in  the  direct  line 
of  descent.   It's  interesting  to  look  at  this  historically. 
What  apparently  has  happened  is  that  individuals ,  in  the 
early  period  before  materials  were  so  complex  and 
voluminous,  could  combine  more  than  one  field  within  their 
own  areas  of  competence  and  teaching.   Then  out  of  these 
individuals  grew  departments ,  and  then  departments  became 
sub -departments.   An  enormous  proliferation  has  developed. 
We'll  see  this  when  we  get  into  the  Economics  Department, 
because  it,  by  cellular  division,  eventually  became  a  number 
of  things.   But  in  the  early  period  it  was  an  area  which 
incorporated  the  College  of  Commerce ,  what  later  became  the 
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School  of  Social  Welfare,  and  in  a  sense  the  School  of 
Criminology  also,  because  there  was  interest  there,  and 
other  things  that  have  spun  off  over  the  years . 

One  of  the  early  additions  to  the  faculty  was  a  brother- 
in-law  of  Miller,  Wesley  Clair  Mitchell,  who  was  the  husband 
of  Lucy  Sprague,  already  mentioned.  Wesley  Clair  Mitchell 
has  been  one  of  the  great  figures  in  the  development  of 
economics  in  this  country,  especially  because  he  is  often 
considered  to  be  the  father  of  business  cycle  analysis.   His 
monumental  book  on  business  cycles  was  written  while  he  was 
on  the  faculty  in  Berkeley.   It's  interesting,  by  way  of 
comment,  that  Professor  Robert  A.  Gordon,  who  came  to  the 
faculty  many  years  later,  has  also  worked  in  the  same  field 
of  business  fluctuation,  and  both  men  achieved  the 
distinction  of  being  president  of  the  American  Economic 
Association.   So  there  has  been  a  line  of  descent- -not 
directly,  but  to  some  degree --in  this  field. 

I  mentioned  Carl  Plehn  already  last  time.   There  was 
Thomas  Page,  who  left  to  go  to  the  U.S.  Tariff  Commission. 
At  one  time  William  Carey  Jones  was  involved  because  he  gave 
some  of  the  work  in  jurisprudence  which,  by  the  way, 
occurred  for  many  years  at  the  Law  School  and  was  intended 
to  serve  as  the  work  in  law  for  the  College  of  Commerce . 
Then  there  was  Lincoln  Hutchinson,  whom  I  remember  quite 
well;  he  was  still  here  when  I  arrived,  and  I  learned  quite 
a  bit  of  lore  from  him.   (Hutchinson  was  in  Geography.   He'd 
been  with  Herbert  Hoover  in  Russia,  with  the  Food 
Commission.   I  remember  one  time  at  a  Faculty  Club  affair  of 
some  sort  having  him  tell  me  a  lot  about  things  there.)  And 
Ernest  C.  Moore,  an  instructor  in  education  who  later  became 
the  first  head  of  the  Southern  Branch,  so-called,  and  became 
one  of  the  fathers  of  UCLA  when  the  Southern  Branch  was 
first  in  the  field  of  education. 

You'll  notice  that  these  men  all  tended  to  be  strong 
men,  and  also  men  of  very  broad  interests.  My  guess  is  that 
this  had  an  impact  upon  the  kinds  of  requirements ,  the  kinds 
of  offerings  that  appeared  in  the  College  of  Commerce,  which 
was  directly  under  the  aegis  of  the  Economics  Department. 

I  want  to  stop  a  bit  and  talk  about  A.  C.  Miller, 
because  this  is  a  very  interesting  story.   President  Sproul 
kept  in  touch  with  Miller  (this  is  another  one  of  President 
Sproul 's  great  assets).   Knowing  that  I  would  be  in 
Washington  for  a  period,  he  asked  me  to  call  on  Adolph 
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Miller  at  one  time,  which  I  did.  This  was  when  Miller  had 
retired.  He  was  in  his  80s  and  partially  blind;  he  could  no 
longer  read  and  conduct  normal  affairs.  After  this  very 
pleasant  interview,  upon  my  return  I  wrote  him  a  letter  of 
appreciation,  and  also  expressed  some  commiseration.   1 
unfortunately  cannot  find  as  yet  in  my  files  the  letter  he 
wrote  me  in  reply,  but  I  recall  it  vividly  because  of  its 
unusual  character.   He  said,  "Please  do  not  commiserate  with 
me.  Now  for  the  first  time  I  can  enjoy  the  full  pleasures 
of  reflective  thinking  without  being  interrupted  by 
operating  details." 

Nathan:   Marvelous. 

Grether:   It  was  a  marvelous  statement.   I  think  a  lot  of  the  older 

people  might  well  have  learned  from  the  way  in  which  he  was 
taking  his  forced  retirement  from  being  a  very  active  man  in 
public  service. 

But  then  something  very  unusual  happened.   When  Adolph 
Miller  died,  he  left  his  estate  to  the  University  for 
research  in  basic  science;  he  established  the  so-called 
Miller  Institute,  which  is  on  the  Berkeley  campus.   Then 
when  his  wife  died,  she  also  left  an  additional  amount. 
Each  left  something  like  $2+  million,  which  this  report  from 
the  period  1957  to  1967  indicates  was  at  that  time  about 
$6  million.   In  other  words,  this  is  double  the  Flood 
Foundation  in  terms  of  present  value. 

It  was  given  by  an  economist,  not  for  purposes  of 
economic  analysis  but  for  providing  an  opportunity  for  a 
faculty  member  to  get  a  year  off  and  get  research  assistance 
in  the  field  of  science.   The  roster  of  people  who  have  been 
operating  under  this  fund  is  just  tremendous.   This  must, 
therefore,  have  had  a  great  influence.   They  have  provided 
resources  not  only  for  years  of  leave  for  local  faculty 
members,  but  fellowships  for  assistance  to  people  around  the 
world. 

Nathan:   Would  that  be  to  bring  them  here? 

Grether:  Apparently,  for  the  most  part,  yes,  although  maybe  not 
necessarily;  I'm  not  clear.   So  you've  had  Miller 
professorships  and  Miller  research  fellowships  supported 
these  many  years  out  of  this  fund.   Frankly,  it  makes  my 
mouth  literally  water  to  think  of  what  could  have  been  done 
in  the  field  of  economics  and  business  with  this  fund,  used 
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this  way.   It  probably  could  have  been  almost  revolutionary 
in  its  impact  upon  education  in  this  field.  But  in  any 
event,  it  didn't  come  to  us.   "Why?"  is  a  nice  question.   I 
learned  nothing  from  Mr.  Miller,  when  I  saw  him  last,  to 
indicate  why  he  would  prefer  to  give  his  money  to  science. 

I  went  over  to  see  Roberta  Brown,  who  is  the  present 
administrator  of  the  fund.  Her  feeling  was  that  President 
Sproul  had  influenced  Miller  in  this  direction,  because 
Sproul  at  that  time  was  aware  of  the  potentiality  in  the 
field  of  science  and  wanted  to  get  some  seed  money  at  the 
University.  He'd  seen  what  had  happened  up  here  on  the  hill 
with  E.  0.  Lawrence.   It  is  true,  of  course,  that  the 
University  did  make  enormous  strides  in  the  field  of 
science.   Whether  it  might  have  made  equivalent  strides  in 
the  fields  of  economics  and  business  and  social  science  if 
they  had  these  types  of  resources  is  an  open  question. 
Anyway,  this  I  think  makes  a  very  interesting  story. 

It's  like  the  Flood  Foundation:   Why  did  Cora  Jane  give 
her  money  to  the  University  for  commercial  education?   I 
still  don't  know  for  certain.   Why  Adolph  Miller  gave  his 
for  research  in  science  rather  than  economics,  again  is  one 
of  those  enigmas  which  we  will  never  entirely  resolve  unless 
something  turns  up  somewhere  in  the  files. 

One  of  the  more  interesting  aspects  of  this  whole  early 
development  really  revolves  not  so  much  around  the  faculty 
members  but  around  Mr.  Mitchell's  wife,  Lucy  Sprague.   I 
went  to  the  library  and  discovered  she's  the  author  of  a 
number  of  publications,  especially  stories  for  children. 
She  is  considered  to  have  made  quite  a  contribution  in  her 
own  right. 

Nathan:   We  have  a  small  oral  history  with  her  also. 

Grether:  Oh,  you  do?  I'd  like  to  read  it  sometime.   Did  you  conduct 
that? 

Nathan:   No,  I  didn't.   Irene  Prescott  did  it. 

Grether:   What  year  was  she- -she  must  have  been  at  a  very  advanced  age 
then. 

Nathan:   She  was,  but  apparently  she  still  wore  a  bright  ribbon  in 
her  hair  and  was  full  of  bounce  and  charm.   Very  ladylike. 
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Grether:   I  haven't  read  that.  What  I  did  read  this  week,  among  other 
things,  was  this  volume  called  Two  Lives,  which  is  a  "Story 
of  Wesley  Clair  Mitchell  and  Myself,"  by  Lucy  Sprague 
Mitchell.   This  to  me  was  something  that  I'm  sorry  I  hadn't 
looked  at  earlier,  and  it  may  be  just  as  well,  because  it's 
so  full  of  early  Berkeley- -the  charm  of  early  Berkeley- -and 
the  kind  of  life  they  led  here.  Also,  it  helped  me;  it  made 
me  think  about  some  of  the  things  I  put  in  earlier  about  my 
own  family,  because  the  Sprague  sisters  were  the  daughters 
of  a  Chicago  businessman  who  apparently,  while  in  Chicago, 
came  down  with  T.B.   So  as  of  that  period  they  moved  to 
Sierra  Madre  in  Southern  California,  and  this  tells  the 
story  of  her  exile  down  there  when  she  was  helping  take  care 
of  her  parents  (because  the  mother  also  contracted  T.B.)- 
That's  not  surprising  because,  I  was  horrified  to  read  in 
here,  her  mother  and  father  slept  together  right  up  to  the 
mother's  death,  with  both  of  them  having  T.B.   Also  she 
describes  the  kind  of  treatment  given  during  that  period. 

This  antedated  my  own  experience  with  my  own  father  by 
about  twenty  years.   It's  interesting  to  observe  the 
difference.   For  instance,  in  our  experience  he  was 
segregated;  he  had  his  own  little  house  for  sleeping.   He 
ate  with  the  family;  every  dish  was  sterilized.   The  thing 
that  amazed  me  most  was  her  reference  to  the  cuspidors 
around  the  place  that  she  was  expected  to  take  care  of, 
because  by  twenty  years  later  everything  had  changed  in 
terms  of  sterilization  and  so  on.   It's  no  wonder,  you  see, 
that  T.B.  became  so  prevalent,  judging  from  how  relatively 
intelligent,  more  or  less  wealthy  people  handled  this  kind 
of  a  situation.   That's  by  way  of  an  aside.   I'm  not  sure  it 
should  stay  in  the  oral  history,  but  you  can  decide. 

Nathan:    It's  an  aspect  of  life  at  the  time,  and  I  think  it's  useful. 

Grether:  To  me  it  was  most  revealing,  and  I  felt  a  certain  kinship 
for  her,  having  gone  through  this  experience  myself. 

But  the  more  interesting  thing  was  Berkeley  as  of  the 
time,  when  it  was  a  little  semirural  town.   Also,  faculty 
lived  on  the  edge  of  the  campus,  and  students  and  faculty 
not  only  saw  each  other  in  the  classroom,  but  they  saw  each 
other  in  homes.   You  had  an  intellectual  community  as  well 
as  a  social  life;  ideally,  of  course,  they  should  go 
together. 
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Jessica  Peixotto  and  a  Book  of  Essavs  (1935) 


Grether:  Lucy  Sprague  Mitchell's  references  are  very  exciting  to  me, 
because  many  of  these  people  I  have  known.   I  won't  take  the 
trouble  to  put  them  in  here,  except  I  would  like  to  take  a 
little  time  to  talk  about  Jessica  Peixotto.   I  discovered 
that  Lucy  Sprague  and  Jessica  Peixotto  were  roommates --lived 
together  at  one  time  and  were  very  close  friends.   Jessica 
Peixotto,  in  a  sense,  is  a  perfect  example  of  the  old 
Berkeley,  when  there  was  a  community  socially  as  well  as 
intellectually . 

When  Carrie  and  I  came  here  in  1922  as  teaching  fellows 
and  graduate  students,  Jessica  Peixotto  was  one  of  the 
bright  marks  of  the  Berkeley  faculty.   We  both  took  work 
with  her  and  came  to  really  adore  her.   She  was  a  charming, 
intelligent  woman.   But  above  all  she  somehow  had  an  ability 
to  bring  the  real  world  into  not  only  her  classes  but  to  our 
attention  as  we  met  with  her  in  her  apartment.   You  could 
take  books  out  of  the  library  and  look  at  the  pictures  of 
people  she  knew  around  the  world,  so  she  had  traveled  a 
great  deal. 

If  you  visualize  the  situation,  1  came  from  Nebraska  and 
Colorado,  a  small  town  in  Colorado,  and  my  wife  came  from 
Montana.   Jessica,  I  think,  helped  explode  our 
personalities.   Recently,  when  Kenneth  Galbraith  was  here,  I 
remarked  to  him  that  I  thought  Berkeley  had  done  the  same 
thing  for  him;  that  is,  when  he  came  here  from  the  farm  in 
Canada,  something  happened  to  Galbraith. 

I  think  Berkeley  has  had  this  type  of  impact  on  people 
because  it's  always  been  in  the  mainstream.   During  the 
early  period  it  was  the  mainstream  because  people  from  the 
world  went  through  here;  yet  it  had  a  kind  of  seclusion 
about  it  because  it  was  not  part  of  the  metropolitan  areas 
as  it  has  become  now.   So  much  has  been  lost.   Our  faculty 
now  live  all  over  this  enormous  area.   Last  night,  for 
example,  I  had  at  my  home  a  Polish  scholar  who's  visiting 
here,  staying  at  the  Women's  Faculty  Club.   I  can  do  this 
still;  I  can  pick  him  up,  bring  him  back  and  forth.   But 
most  of  our  faculty  can't,  because  they  live  15,  25  miles 
away.   We've  lost  something  that's  very  valuable  as  part  of 
the  education  process,  especially  in  access  to  each  other's 
homes  and  to  the  campus  in  the  evening.  This  is  not  the 
same  place  anymore. 
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But  to  return  to  Jessica  Peixotto,  I  have  with  me  a  book 
called  Essays  in  Social  Economics  in  honor  of  Jessica 
Blanche  Peixotto,  published  by  the  University  of  California 
Press  in  1935.   I  had  the  pleasure  and  honor  of  being 
chairman  of  this  editorial  committee  that  prepared  this.   I 
was  working  with  Martha  Chickering,  Ira  Cross,  Felix  Flugel, 
Emily  Huntington,  and  Paul  S.  Taylor. 

Nathan:   That's  an  interesting  group. 

Grether:  And  the  essays  are  interesting  also.  You'll  notice  here  a 
foreword  by  Wesley  C.  Mitchell.   (Remember,  the  two  women 
were  very  close  friends,  and  they  were  also  colleagues  on 
the  faculty.)   It's  a  charming  foreword.  And  a  biographical 
sketch  by  Henry  Rand  Hatfield,  a  professor  of  accounting  on 
the  Flood  Foundation.   Incidentally,  the  Flood  Foundation 
was  one  reason  you  had  people  of  this  sort  brought  to  the 
campus;  they  were  all  brought  on  the  Flood  Foundation  in 
this  early  period,  and  it  played  an  enormous  role  in  the 
staffing. 

This  volume  indicates  definitely,  though,  in  a  sense  the 
problems  of  the  Department  of  Economics,  because  Jessica 
Peixotto  and  two  or  three  other  women  who  became  involved  in 
this  area  preferred  to  call  themselves  social  economists, 
and  they  dealt  with  a  wide  range  of  problems  that  were  not 
particularly  within  the  body  of  economics. 

I  won't  take  the  time  now,  but  it's  interesting  to  look 
at  the  areas  covered  in  these  essays.   Here's  Barbara 
Armstrong  (who  is  now  deceased)  on  the  old  age  security 
program;  Barbara  was  one  of  the  pioneers  in  establishing  the 
whole  social  security  system  in  this  country.  Olga  Bridgman 
and  "Crime  as  a  Biological  Reaction."  And  so  on  down.   It's 
just  amazing  to  see  the  variety  of  things.   Since  then, 
what's  happened  is  that  these  have  been  pulled  out  of 
economics  into  the  School  of  Social  Welfare,  the  School  of 
Criminology.   Finally,  of  course,  the  College  of  Commerce 
disappeared  and  became  the  School  of  Business 
Administration. 
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Henrv  Rand  Hatfield 


Grether:   I  might  perhaps  take  Just  a  minute,  while  we're  talking 

about  this,  to  talk  a  bit  about  Henry  Rand  Hatfield  (because 
maybe  these  things  can  come  in  informally) ,  who  wrote  the 
sketch  here  about  Jessica.   Hatfield,  to  me,  was  one  of  the 
more  extraordinary  members  of  the  early  faculty. 
Fortunately,  he  was  still  here  when  I  arrived.   In  fact,  he 
employed  me  when  I  joined  the  faculty,  because  he  was 
chairman  of  the  Department  of  Economics  then.  Over  the 
years,  the  Hatfields  and  the  Grethers  developed  a  very  warm 
attachment;  we  saw  a  great  deal  of  them. 

Here  is  a  man  who  was  a  pioneer  in  the  field  of 
accounting,  but  at  the  same  time  was  a  classical  scholar. 
(This  is  something  I  think  we  seem  to  have  lost.)  Carrie 
and  1  well  recall,  for  example,  that  one  time  we  had 
Professor  Sisson,  who  had  been  the  president  of  the 
University  of  Montana  and  professor  at  Reed  college,  and  the 
Hatfields  for  dinner.   It  was  an  extraordinary  evening, 
because  they  were  shaking  around  things  in  the  field  of 
semantics.   Hatfield  was  a  man  who  greatly  worried  about  the 
use  of  words . 


More  on  the  Flood  Foundation^ 


Nathan:   Did  you  want  to  say  a  bit  more  about  the  Flood  Foundation 
and  its  effects? 


Grether:   People  had  titles  on  the  Flood  Foundation,  you  see.   So  the 
Flood  Foundation  was  a  very  important  factor  in  what 
occurred  here . 

For  instance,  last  time  I  mentioned  Stuart  Daggett;  he 
likewise  eventually  became  Flood  Professor  of 
Transportation.   It's  my  guess  that  if  it  had  not  been  for 
this  little  special  fund,  we  would  not  have  had  the  same 
type  of  person  or  been  able  to  bring  him  to  the  faculty. 

Nathan:    I  wonder  if  I  could  ask- -you  can  respond  later,  if  this 

isn't  a  good  time- -if  the  nominee  for  the  Flood  Foundation 
professorship  goes  through  the  same  process  as  someone  who 
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is  up  for  a  professorial  appointment  under,  let's  say, 
budgetary  support? 

Grether:  Oh,  yes.   In  fact,  the  Flood  Foundation  no  longer  supports 

the  basic  salaries.   In  about  1960- -I  think  I  mentioned  this 
earlier,  perhaps- -it  was  decided  to  use  these  funds  for  the 
enrichment  of  the  work  in  economics  and  in  business,  instead 
of  paying  the  salaries.   The  assumption  is  that  the  state 
should  pay  the  basic  salaries.   So  this  is  now  used  for  a 
variety  of  purposes- -fellowships  for  students,  some  travel, 
and  so  on.   It  may  be  at  some  time  I  would  like  to  have  a 
record  made  of  how  these  funds  have  been  used,  to  indicate 
the  difference.   This  does  not  preclude  using  the  Flood 
Foundation  title;  I'm  sure  that  will  continue.   Foundation 
funds  should  be  used  not  for  the  basic  salary,  but  maybe  for 
perquisites  and  research  purposes  and  providing  graduate 
students,  student  aid,  and  so  on. 


Committee  to  Consider  the  Department  of  Economics  (1935) 


Grether:  Now,  the  years  slipped  along.  And  I  had  nothing  to  do  with 
this- -as  far  as  I  could  tell;  at  least  I  could  find  nothing 
in  the  records  that  we  need  worry  about  in  addition  to  the 
things  I  mentioned  earlier  when,  just  before  World  War  I, 
the  School  of  Commerce  was  recommended  and  adopted  by  the 
Regents  and  then  delayed.  Then,  at  the  end  of  World  War  I, 
Professor  Daggett  as  dean  revived  this,  and  it  was  not 
enacted  because  of  the  opposition  of  the  College  of  Letters 
and  Science.   So  I'm  going  to  move  very  quickly  now  to  the 
year  1935,  still  talking  about  the  Department  of  Economics, 
but  having  in  mind  its  relationship  to  the  College  of 
Commerce . 

In  the  year  1935,  President  Sproul  did  something  that  he 
often  did;  he  appointed  a  committee  to  consider  the  present 
status  and  future  development  of  the  Department  of 
Economics.   Why  he  did  this,  I'm  not  certain;  he  must  have 
had  some  questions  as  to  what  was  going  on  here.   But  he  did 
this  in  other  cases.   For  example,  some  time  after  this  I 
remember  serving  on  a  committee  of  this  sort  to  look  at  the 
Department  of  Psychology.   I'm  not  certain  about  the  wisdom 
of  these  committees.   In  any  event,  this  was  a  procedure 
employed  then. 


491 


Nathan:   Is  it  taken  as  a  signal  that  there  is  a  problem? 

Grether:   It  always  is.   I'm  sure  it  was  true  of  the  Department  of 
Psychology.   I  was  the  youngest  member  of  that  committee, 
composed  of  people  not  at  all  trained  in  psychology,  and  it 
made  some  recommendations.   Come  to  think  of  it,  that  year 
the  Committee  on  Courses  was  asked  to  make  this  appraisal, 
and  I  was  the  youngest  member  of  the  Committee  on  Courses. 
So  it  was  not  a  special  committee.   Sproul  did  that 
sometimes,  too- -used  existing  committees.   Ve  made  a  series 
of  recommendations,  and  the  next  year  I  was  the  sole 
survivor  of  that  Committee  on  Courses.   In  other  words,  this 
kicked  up  so  much  feeling  that  the  Committee  on  Committees 
just  [laughing]  appointed  an  entirely  new  committee  on 
courses. 


This  particular  committee  (on  the  Economics  Department) 
was  as  high-powered  as  you  could  get  then.   I  knew  all  these 
people.   Just  listen  to  these  names:   George  P.  Adams, 
chairman;  C.  B.  Lipman,  who  for  years  was  the  power  in  the 
Graduate  Division;  F.  J.  Teggart;  James  Westfall  Thompson; 
Robert  H.  Lowie;  Edwin  D.  Dickinson;  Frank  M.  Russell;  and 
C.  B.  Hutchison.   Of  this  group,  only  Hutchison  is  still 
alive;  he's  still  going  strong  and  up  in  the  90s.   I  was 
pleased  to  find  this  report  in  the  files,  so  I  read  it  with 
very  great  interest. 

Actually,  it's  not  a  strong  report,  I  don't  think;  it's 
somewhat,  I  would  say,  platitudinous,  looking  back  upon  it. 
But  there  are  two  or  three  things  that  might  be  worth 
mentioning.   For  example,  I  read  here:   "The  best  opinion 
available  emphasizes  the  need  of  a  new  approach  to  the  study 
of  economics.   It  is  urged  that  the  students  should  at  the 
outset  be  brought  into  contact  with  the  concrete  factual 
aspects  of  economic  life  at  the  present  time,  both  national 
and  international." 

I  really  don't  know  why  that  is  in  there,  because  this 
was  going  on.   But  it  may  be  related  to  the  fact  that  the 
committee  report  enclosed  a  statement  by 

Dr.  J.  B.  Condliffe,  who  had  joined  the  faculty,  and  they 
must  have  consulted  heavily  with  him.   Condliffe,  like 
others,  had  a  very  strong,  real  world,  empirical 
orientation.   This  undoubtedly  reflects  some  agreement  with 
his  point  of  view.   So  far  as  the  College  of  Commerce  is 
concerned,  the  committee  made  the  following  recommendation: 
That  a  sharp  demarcation  be  made  between  the  academic 
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Nathan: 
Grether: 


Department  of  Economics  and  (1)  the  College  of  Commerce,  and 
(2)  the  curriculum  for  the  training  of  social  workers. 

It  would  appear  to  be  the  unanimous  opinion  of  the 
experienced  economist  everywhere  that  such  a  separation  is 
imperative.  Attention  is  called  to  the  statement  of 
Dr.  Condi  if fe,  particularly  paragraph  four.  Also,  it  goes 
on  to  say,  thought  should  be  given  to  establishing  a 
graduate  school  for  training  public  servants  (look  how  long 
that  took  to  arrive) ;  and  that  the  organization  of  the 
College  of  Commerce  as  a  graduate  school  be  given  serious 
consideration  (that  would  mean  dropping  the  undergraduate 
school  and  replacing  it  with  a  graduate  school) ;  then 
finally,  that  every  effort  be  made  to  secure  as  chairman  of 
the  academic  department  a  scholar  of  outstanding 
qualifications. 

Then  finally  this  little  thing  that  must  have  really 
been  enjoyed  by  the  department:   That  pending  the 
appointment  of  a  new  chairman,  the  status  quo  in  respect  to 
academic  rank  of  all  members  of  the  department  be 
maintained. 

No  promotions? 

No  promotions.   So  there  must  have  been  in  the  minds  of  the 
president  or  somebody  some  questions  about  what  was  going  on 
in  the  department.   I  was  too  young  then  to  really  be  on  the 
inside,  so  I  have  no  feeling  for  this.   But  I  do  recall 
there  was  some  dissension  in  the  department;  so  this 
reflects  it. 


Robert  Calkins  and  His  Titles 


Grether:  The  next  thing  that's  worth  looking  at  is  a  letter  written 
by  Robert  D.  Calkins  to  this  committee.   Apparently  after 
rendering  this  report  the  committee  was  kept  alive  as  a 
vehicle  for  advice  to  the  president.   Robert  D.  Calkins  was 
very  influential  in  this  whole  area,  beginning  in  the  early 
1930s  and  on.   He  was  brought  up  to  Berkeley  from  the 
Stanford  Food  Research  Institute,  a  man  of  extraordinary 
outgoing  personality  who  made  friends  readily- -a  strong  man. 
He  wc.3  appointed  chairman  of  the  Economics  Department  in 
1935,  and  continued  in  that  capacity  through  1940.  He  was 
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also  appointed  dean  of  the  College  of  Commerce  for  the 
period  1937  to  1941.  So  you'll  notice  that  from  '35  to  '40 
he  was  both  dean  of  Commerce  and  chairman  of  Economics ,  and 
then  for  one  year  he  was  dean  of  Commerce  only. 

The  nature  of  this  appointment  has  important 
implications.   It  would  have  combined  in  one  man  the  two 
operations,  which  made  some  sense,  since  the  College  of 
Commerce  was  being  served  by  the  Economics  Department.   But 
then  finally,  when  he  became  dean  of  the  college  only,  it 
would  suggest  that  he  was  going  to  go  to  work.   During  that 
year  he  resigned  to  accept  the  appointment  as  dean  of  the 
School  of  Business  at  Columbia  University.   (It's  worth 
adding  parenthetically  that  he  left  there  after  two  years  to 
become  vice-president  and  director  of  the  General  Education 
Board,  and  then,  since  1952,  became  president  of  the 
Brookings  Institution  of  Washington,  D.C.   So  he's  had  a 
very  distinguished  career.) 


Calkins 's  Recommendation:   Curriculum  in  Commerce 


Grether:   I  mention  all  this  because  I  find  in  the  file  a  letter  of 
Calkins  dated  October  28,  1935,  addressed  to  Professor 
Adams,  chairman  of  this  special  committee.   I  think  it's 
worth  putting  into  our  record  one  aspect  of  his 
recommendations . 

This  is  section  five,  dealing  with  the  organization  for 
the  administration  of  the  curriculum  in  commerce.   He  wrote 
as  follows:   "The  executive  committee  of  the  College  of 
Commerce  and  Dean  Grady"--by  the  way,  Dean  Grady  was  away  at 
this  time,  in  Washington,  D.C.   I  was  the  acting  dean-- 
"favor  the  establishment  of  a  School  of  Commerce  such  as  is 
approved  by  the  Regents  in  1915  but  never  inaugurated."   (He 
•houid  have  added  1920  and  '21  also,  because  Daggett  brought 
the  same  idea  forward,  but  the  College  of  Letters  and 
Science  killed  it.)   "At  the  present  time  it  does  not  seem 
desirable  to  establish  a  two-year  graduate  school  of 
business  with  a  separate  faculty.   It  is  not  clear  that 
there  is  a  need  for  two  such  schools  in  this  region." 
(Stanford  had  just  been  established,  and  Calkins  had  come  up 
from  Stanford. ) 
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The  gossip  at  that  time  was --and  I'm  sure  it'd  be 
impossible  to  verify  this- -that  the  business  people  who  went 
to  Stanford  and  had  assisted  in  establishing  the  Stanford 
Business  School,  had  asked  President  William  Wallace 
Campbell  to  meet  with  them  at  the  Bohemian  Club  to  discuss 
establishing  such  a  school  in  Berkeley,  and  he  did  not 
attend  this  meeting  for  some  reason  or  other.   So  they  went 
to  Stanford  with  their  idea.  That's  gossip;  it  may  not  be 
true,  but  at  least  there  may  be  something  to  it. 

In  any  event,  Stanford  had  been  established,  and  Calkins 
didn't  feel  it  necessary  that  there  be  two  graduate  schools 
in  this  area. 


If  the  experience  in  other  institutions  were 
repeated  here,  and  there's  no  reason  to  suppose 
it  would  not,  the  close  relation  between 
faculties  and  courses  in  economics  and  commerce 
would  widen.   Courses  and  faculties  would  be 
duplicated.   Salary  scales  would  be  higher,  and 
academic  standards  for  promotion  would  be  lower 
in  the  School  of  Business  than  are  generally 
maintained  elsewhere  in  the  University. 


Nathan:   How  did  he  come  to  that  conclusion? 

Grether:   I  would  like  to  know,  too.   I  may  add  to  this  that  when  I 
became  dean,  this  is  one  thing  I  insisted  upon --that  we 
operate  under  the  same  standards  as  other  departments  of  the 
University.  Also,  I  did  not  push  for  higher  salary  scales, 
which  was  going  on.   UCLA  has  somewhat  of  a  higher  salary 
scale  than  other  places.   Our  Law  School  does,  and  our 
faculty  feel  that  the  professional  schools  should  have 
higher  salary  scales. 

I  felt  we  could  operate  within  existing  criteria  and 
scales,  and  in  that  way  demonstrate  that  we  could  perhaps 
get  more  rapid  advancement  and  recognition .   This  is  not  a 
generally  accepted  view  with  respect  to  the  professional 
schools  in  the  University.   I  was  greatly  surprised  to  read 
this,  that  it  would  make  for  higher  salaries  and  lower 
standards  for  promotion,  because  I  don't  think  this  need 
follow  at  all. 

To  continue  with  Calkins: 
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And  the  ultimate  expense  of  the  venture  would 
require  either  additional  appropriations  or  the 
curtailment  of  other  activities.  Ve  in  the 
Economics  Department  cannot  conscientiously 
propose  such  a  change.   Instead,  we  favor  the 
establishment  of  a  School  of  Commerce  or 
Business  with  one  curriculum  leading  to  the  B.S. 
degree,  and  another  curriculum  leading  to  the 
M.S.  degree,  in  which,  at  least  for  the  present, 
there  should  be  no  separate  Department  of 
Business  with  a  separate  faculty.  Any  expansion 
of  the  work  in  commerce  must  be  made  slowly, 
along  sound  lines,  and  not  at  the  expense  of  a 
fundamental  training  in  economics.   If  at  a 
later  time ,  when  graduate  work  in  commerce  has 
been  soundly  developed,  conditions  seem  to 
warrant  the  establishment  of  a  two-year  graduate 
school,  the  transition  could  then  be  made  more 
readily  than  from  the  present  organization  and 
condition. 


As  I  interpret  this  (and,  by  the  way,  Calkins  and  I  were 
good  friends;  we  worked  very  closely  together),  he  was  here 
speaking  as  chairman  of  the  Economics  Department;  he  was 
then  only  chairman  of  Economics.   Later  on,  when  he  had  both 
assignments,  this  may  have  raised  some  questions,  but 
actually  he  never  did  get  around  to  addressing  himself  to 
the  problems  of  the  College  of  Commerce  before  he  left  the 
University.  His  interest  was  focused  upon  the  Economics 
Department,  where  he  did  some  very  important  things, 
especially  bringing  in  some  new  people,  and  people  who  could 
relate  to  the  work  in  commerce  or  business  with  a  great  deal 
of  strength.   For  example,  he  brought  in  [R.  A.]  Aaron 
Gordon  (I  already  mentioned),  who  did  provide  strength  in 
both  groups.   He  also  brought  in  Norman  S.  Buchanan,  now 
deceased,  who  worked  in  the  field  of  finance  and  was  a  very 
strong  person.  He  brought  in  Joe  S.  Bain,  who's  now 
retired,  who  became  a  leader  in  the  field  of  industrial 
organization  in  this  country.   But  Joe  actually  was  not 
successful  in  teaching  work  in  commerce;  he  for  some  reason 
did  not  react  well  to  the  commerce  students  and  the  fact 
that  they  were  getting  ready  for  business.   He  much 
preferred  the  professional  students  in  economics.   He  was  a 
very  successful  and  leading  scholar  in  his  field.   So 
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Calkins  was  influential  in  bringing  some  of  these  very 
strong  people  to  the  faculty. 

You'll  recall  that  last  time  I  ended  with  Professor 
Daggett's  revival  of  the  plan  for  changing  the  College  of 
Commerce  into  a  three -year  school,  which  was  killed  by  the 
opposition  of  the  College  of  Letters  and  Science  before  the 
Academic  Senate.   I've  been  searching  the  records,  and  so 
far  as  I  can  tell,  nothing  happened  along  these  lines  during 
the  1920s. 


Proposals  for  Reorganization 


Grether:   My  first  evidence  of  any  activity  is  in  the  minutes  of  the 
meeting  of  the  executive  committee,  November  12,  1935,  when 
it  is  stated  that  "there  was  a  discussion  of  a  report  by 
Professor  Daggett  and  Dean  Grether  on  the  proposed  School  of 
Commerce."   So  this  idea  must  have  been  revived  at  that 
time.   I  was  then  the  acting  dean  and  Professor  Daggett,  as 
I  recall,  was  the  vice  chairman  of  the  faculty  of  the 
College  of  Commerce. 

Then  the  next  evidence  occurs  in  the  minutes  of 
October  2,  1936.   It  was  stated  that  "the  report  presented 
by  Professor  Grether  be  approved  in  principle."   By  October 
1936,  Dean  Grady  was  back  and  I  was  no  longer  acting  dean. 
Presumably  I  was  asked  to  make  a  report,  probably  based  upon 
my  experiences  as  acting  dean  for  these  two  years.   I  do 
find  several  pages  of  notes  which  I  used  for  that  report  in 
here  [turning  pages].   I  will  not  insert  my  recommendations 
at  this  time  because  I  think  it  would  be  better  instead  to 
talk  about  what  finally  happened. 

Following  my  report,  Professor  Hatfield,  who  was 
chairman  of  the  Executive  Committee,  established  a  committee 
with  Grether,  Grady,  and  Calkins  to  bring  in  a  report  based 
upon  what  I  had  presented. 

Nathan:   At  this  time  was  Calkins  still  in  opposition? 

Grether:  He  went  along  with  the  report  that  was  proposed,  which  was 

not  entirely  in  accordance  with  his  view.   So  to  some  extent 
he  had  made  some  adjustments. 
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Then,  on  November  12,  1936- -that's  only  a  little  over  a 
month  later- -the  Executive  Committee  approved  in  general 
principle  the  report  presented  by  this  subcommittee  which 
had  been  appointed.  The  report- -and  1  have  a  copy  in  front 
of  me --is  entitled  Proposed  Plan  for  the  Reorganization  of 
the  College  of  Commerce.   I'll  put  this  [rustling  his 
papers]  aside,  although  it's  available  for  the  record  if  it 
seems  worthwhile  in  the  future.   Because  1  find,  then,  that 
on  December  2,  1936,  a  letter  went  forward  to  President 
Sproul  concerning  the  reorganization  of  the  College  of 
Commerce,  which  made  specific  recommendations.   This 
presumably  was  based  upon  the  action  of  the  Executive 
Committee  following  the  report  of  our  subcommittee.   it 
reflects  pretty  generally  what  I  had  presented  in  my  report, 
plus  some  matters  of  emphasis. 


Specializing  at  the  Graduate  Level 


Grether:   What  this  did,  in  brief --and  again,  the  entire  letter  is 
available  for  the  record,  if  it  seems  worthwhile- -was  to 
reduce  the  amount  of  specialized  work  required  for  the 
Bachelor's  degree  in  commerce  in  favor  of  general, 
fundamental  training.   In  other  words,  a  core  program  was 
adopted,  plus  a  little  opportunity  for  specialization.   But 
the  whole  idea  of  specialization  was  dropped  at  the 
undergraduate  level.   Over  the  years,  gradually  a 
considerable  amount  of  specialization  had  appeared,  which  is 
almost  normal,  I  think,  in  the  development  of  a  curriculum 
under  the  demands  of  faculty  members  and  outside  interests 
and  so  on.   It  enlarged  and  emphasized  the  commerce  work 
offered  in  the  graduate  year.   We  were  offering  a  master  of 
science  degree  in  commerce,  but  we  had  relatively  limited 
work. 

In  my  original  report- -and  this  was  adopted  in  the 
subcommittee  report--!  had  suggested  transferring  a 
considerable  amount  of  the  specialized  work  given  at  the 
undergraduate  level  into  the  graduate  program,  and  this  was 
accepted.   There  is  available  for  the  record,  if  it  seems 
worthwhile,  an  indication- -a  whole  listing  of  courses  that 
were  moved  literally  from  the  senior  year  to  the  graduate 
year  in  this  plan  as  adopted.   It  would  set  up,  therefore,  a 
series  of  fields  of  specialization  at  the  graduate  level  and 
remove  them  as  fields  of  specialization  in  the  undergraduate 
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level.   So  what  would  happen  at  the  undergraduate  program 
would  be  that  the  Bachelor's  degree  would  be  awarded  upon 
completion  of  (a)  junior  certificate  requirements,  (b) 
courses  in  economic  theory  and  in  the  various  chief 
functions  of  business  enterprise  such  as  organization, 
finance,  marketing,  and  business  relations,  (c)  an 
integration  course  in  business  policy.   Actually,  this  was 
pretty  much  the  same  core  that  was  adopted  by  the  American 
Association  of  Collegiate  Schools  of  Business  in  1948  and 
'49. 

"The  graduate  curriculum  will  offer  specialized  training 
in  accounting,  finance,  personnel  administration,  insurance, 
actuarial  science,  statistics  and  business  research, 
transportation,  public  utilities,  marketing,  retailing  and 
advertising,  and  foreign  trade."  That's  quite  a  substantial 
area  of  specialized  opportunities  at  the  graduate  level. 
It's  worth  noting  that  it  would  represent  the  acceptance  of 
specialization  as  appropriate  at  the  graduate  level  but  not 
at  the  undergraduate  level. 

Nathan:   What  was  your  thinking? 

Grether:   The  first  part  is --to  deemphasize  specialization  at  the 

undergraduate  level.   That  was  my  thinking.   The  amount  and 
degree  of  specialization  at  the  graduate  level--!  wasn't 
entirely  in  accord  with  all  aspects  of  the  stress  here. 
(Some  of  this  will  appear  later  on  in  the  recommendations 
that  I  made  when  1  became  dean.) 

There  was  also  the  recommendation  for  the  establishment 
of  a  Bureau  of  Business  and  Economic  Research.   That  had 
been  discussed  off  and  on  for  years,  but  this  was 
incorporated  in  this --there  are  some  budgetary  figures --and 
there  were  suggestions  here  also  for  some  staff  additions 
involving  some  budgetary  expansion. 

The  interesting  thing  about  this,  to  me,  is  that  there's 
no  signature  on  the  carbon  copy,  so  I  don't  know  who  sent 
this  letter  forward,  whether  it  was  Dean  Grady  or  whether  it 
was  the  vice  chairman  of  the  faculty  or  the  chairman  of  the 
Executive  Committee.   Either  could  have  signed  this. 
Although  it  went  forward  on  December  2,  1936,  Dean  Grady 
resigned  the  following  year  to  go  to  Washington  to  become 
vice  chairman  of  the  Tariff  Commission.   From  then  on  he 
remained  in  the  federal  public  service  at  very  high  levels, 
including  being  first  ambassador  to  India,  ambassador  to 
Iran,  handling  the  controversial  Greek  election,  and  so  on. 
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Nathan : 


Gr ether: 


Nathan : 
Grether : 


He  carried  very  important  responsibilities,  especially 
during  the  Truman  administration. 

This  pretty  well  brings  us  down  to  the  period  when  I 
became  dean  in  1941.   I  do  not  know,  and  I  found  nothing  in 
the  file- -President  Sproul  is  gone --as  to  why  no  action  was 
taken.   It  may  be  that  he  wasn't  satisfied  with  this,  or  it 
may  be  Calkins 's  resignation  to  go  to  Columbia;  this  may 
very  well  be  the  reason.   Or  it  might  be  there  was  some 
cross  conflict  here;  the  Executive  Committee  action  runs 
somewhat  counter  to  Calkins 's  views  as  expressed  in  his  own 
letter  to  Professor  Adams  and  probably  expressed  privately 
to  Sproul.   So  there  may  have  been  some  uneasiness  on  the 
part  of  President  Sproul  as  to  what  to  do  in  the  face  of 
somewhat  conflicting  recommendations. 

From  here  on,  then  (when  we  get  into  it  next  time),  I'll 
be  on  easier  ground,  because  from  now  on  I  have  the  files. 
I  won't  have  to  search  so  hard  to  get  the  evidence.   I  think 
we  can  move  more  quickly,  because  I'll  have  access  to  the 
recommendations  that  went  forward  when  I  became  dean,  and 
the  reasons  for  the  recommendations. 

You've  done  marvelously,  pulling  together  all  of  this 
material  out  of  what  I  realize  is  a  40  to  SO  years'  span. 

I'm  delighted  I'm  able  to  find  as  much  as  I  can.   There  are 
some  things  open  here,  but  I  think  basically  this  indicates 
the  nature  of  the  processes  of  evolution.   The  thing  that 
amazes  me  most  is  that  there  were  continuing  discussions  of 
changes  in  organization,  with  nothing  happening. 

Yes.   How  long  it  takes  for  something  to  bear  fruit. 

It's  deeper  than  that.   I  don't  quite  understand  it.   It's 
unfortunate  that  we  were  delayed  in  making  some  of  those 
changes,  because  it  put  us  out  of  step  with  developments 
nationally,  to  some  extent.   You  find,  as  we  get  into  it, 
that  once  I  began  to  make  recommendations,  then  the  issue  of 
UCLA  arose.   As  it  turned  out,  we  had  to  move  together.   The 
planning  in  Berkeley  and  Los  Angeles  had  to  be  joint 
planning;  the  reports  that  went  forward  were  joint  reports, 
to  some  extent- -something  which  doesn't  go  on  any  more,  for 
the  most  part.  But  there  was  this  period. 
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Comiiitjnts  on  Student  Life 


Grether:   If  we  have  just  another  few  minutes,  it  might  be  interesting 
to  talk  a  bit  about  student  life  during  this  period,  if 
you'd  like  to. 

Nathan:   Yes,  I'd  like  to  very  much. 

Grether:  My  impression  is  that  something  was  lost  in  terms  of  student 
life,  student  interest,  and  student  esprit  de  corps  when  the 
College  of  Commerce  was  changed  into  a  two-year  school. 
This  is  true,  by  the  way,  of  the  campus  as  a  whole.   The 
University  campus  in  Berkeley  got  to  be  increasingly  a 
transfer  point  for  people  coming  in  at  the  junior  level  or 
later  levels.   They  wanted  a  degree  from  Berkeley  or  they 
wanted  the  Berkeley  experience,  but  they  didn't  spend  four 
years  or  four  years  plus  on  this  campus.   This  was  certainly 
true  with  respect  to  the  area  of  my  experience. 

People  who  came  to  campus  as  freshmen  and  stayed  here 
four  years  developed  an  esprit  de  corps  and  a  type  of 
loyalty  that's  different  from  what's  happened  since  then.   I 
can  see  it  in  the  alumni,  by  the  way.   The  alumni  of  this 
early  period  are  highly  nostalgic;  this  was  their  campus. 
The  alumni  who  spent  only  a  year  or  two  here  are  a  different 
breed  entirely;  they  don't  have  this  sense  of  fealty. 

If 

Grether:   It  may  be  partly  my  own  nostalgia,  but  my  impression  is  that 
there  was  a  quality  of  difference  in  the  student  life, 
student  organizations,  and  student -faculty  relations  during 
this  period. 

Nathan:   Are  we  talking  now  about  the  late  '30s? 

Grether:  The  '20s  and  the  '30s  entirely,  when  the  College  of  Commerce 
was  a  four-year  undergraduate  school;  when  the  Berkeley 
campus  was  not  nearly  as  complex  a  place  as  it  has  become. 
When  Carrie  and  I  arrived,  there  were  10,000  students.   For 
example,  I  think  I  showed  you  one  time  a  picture  of  the 
College  of  Commerce  faculty  baseball  team,  didn't  I? 

Nathan:   Yes,  you  did. 
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Grether:  With  Professors  Daggett  and  Robinson  and  Flugel  and  so  on, 
including  myself  (1  was  a  teaching  fellow),  and  in  1923  we 
were  all  organized  to  play  the  students.   During  that  period 
we  played  down  on  the  open  ground  where  the  Life  Sciences 
Building  now  stands.   This  was  quite  a  common  occurrence. 
Also,  that  was  always  followed  by  what  was  called  the  Derby 
Day  Dinner.   It  was  a  custom  to  wear  derbies,  to  make  an 
affair  of  this.  Then  at  the  dinner  in  the  evening  the  gold 
Derby  was  awarded  to  the  faculty  member  who  had  been  the 
best  player.   1  have  in  my  own  possession  the  last  time  a 
derby  was  awarded;  it's  not  in  front  of  me  now,  but  I  think 
it  was  1935  or  '36.   Each  faculty  member  who  was  awarded 
this,  derby  signed  the  thing.   Stuart  Daggett  signed  it  in 
1923,  I  recall.   [laughter] 

This  sort  of  typified  things.   The  dinner  in  the  evening 
was  attended  by  the  faculty,  the  students,  and  some 
businessmen  and  alumni  to  some  extent- -a  very  pleasant 
occasion.   1  recall  this  last  one  because  Henry  Rand 
Hatfield  was  the  master  of  ceremonies,  and  he  asked  me  to 
say  a  few  words.   1  spoke  a  little  while,  and  I  said  to  him, 
"I  am  not  sure  that  I  know  what  you  mean  by  'a  few  words' ." 
He  said,  "It's  obvious  that  you  don't  know."   [laughter] 
This  was  Henry  Rand  Hatfield- -always  a  very  sharp  tongue  and 
wit. 

For  example,  during  this  period  there  was  a  little 
publication  called  Commercia.  which  had  little  articles  and 
news  notes  and  social  activities  and  so  on  about  the 
students  and  the  faculty.   Beta  Gamma  Sigma,  the  honor 
society,  was  very  active- -regular  meetings  and  an  annual 
dinner.   There  were  other  honor  societies.   I  remember  Delta 
Sigma  Pi  and  Alpha  Kappa  Psi- -professional  fraternities -- 
were  active  during  at  least  the  early  part  of  this  period; 
there  was  also  a  merit  award. 

In  general,  I  think  they  reflected  not  only  the  four- 
year  type  of  program,  but  also  the  Berkeley  community.   Much 
of  this  has  been  lost.   We  no  longer  have  a  four-year 
program;  the  Berkeley  campus  as  a  whole  is  more  of  a 
transfer  point  rather  than  a  point  for  people  to  come  and 
spend  several  years,  and  the  faculty  and  the  students  live 
all  over.   Although  it's  interesting  that,  as  of  now,  again 
the  students  are  coming  back  to  living  in  the  dormitories, 
but  for  a  while  they  scattered  on  a  highly  decentralized 
basis  throughout  the  entire  area. 
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Nathan:   Do  you  think  the  war  caused  part  of  this  break- -that  is, 
World  War  II?  Or  was  that  not  the  only  influence? 

Grether:   I  think  it's  a  number  of  things.   One  is  that  we  are 

engulfed  in  a  large,  metropolitan  area,  and  we  just  couldn't 
resist  that  movement;  also,  the  high  rents  and  high  cost  of 
property  around  this  campus.   It's  not  nearly  as  bad  here  as 
in  Los  Angeles.  The  faculty  members  at  UCLA  cannot  afford 
to  live  near  the  campus;  land  values  are  just  too  high.   So 
they  scatter  an  even  greater  distance  from  the  campus. 


Berkeley  Campus  as  a  Transfer  Point 


Grether:   I  think  it's  also  the  developments  in  the  University 

statewide  organization.   Berkeley,  as  the  original  senior 
campus  with  the  greatest  national  reputation,  is  the  place 
where  people  want  to  get  their  degrees,  if  at  all  possible; 
but  they  do  not  necessarily  wish  to  spend  four,  five,  or  six 
years  here.   So  increasingly  we  got  to  be  the  final  point  of 
departure  into  the  real  world,  rather  than  the  place  at 
which  you  spend  the  years . 

Important  in  all  this  was  the  growth  of  what  were  called 
originally  junior  colleges.   California  had  probably  the 
greatest  development  of  any  state  in  the  Union.   I  guess 
these  are  now  called  community  colleges.   So  we  tended 
increasingly  to  get  people  at  a  number  of  levels  of 
transfer.   It's  changed  the  whole  nature  of  the  attitudes  of 
people  and  the  kinds  of  feelings  they  get.   I'm  inclined  to 
think  that  many  of  our  more  recent  people  don't  have  any 
depth  of  feeling  at  all  about  the  Berkeley  campus  or  the 
University,  in  contrast  with  the  earlier  people. 

Of  course,  there's  some  effort  in  recent  years  to 
restore- -to  bring  people  in  as  freshmen  again.   There  was  a 
time  in  the  history  of  the  University  when  it  was  thought 
that  Berkeley  should  drop  out  of  the  undergraduate  work 
entirely  and  become  merely  a  graduate  training  center.   One 
reason  that  we  finally  changed  to  the  junior  level  of 
admissions  in  the  School  of  Business  (as  you'll  see  later) 
was  the  presence  of  the  junior  college  and  community  college 
system,  because  increasingly  people  were  not  coming  to  us  as 
freshmen.   We  had  to  recognize  this  as  one  of  the  facts  of 
life,  so  to  speak. 
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Nathan:   If  you  could  have  things  the  way  you  prefer,  would  you 

rather  have  students  come  in  as  freshmen,  related  to  the 
School  of  Business  Administration  in  some  fashion,  and  then 
stay  right  straight  through? 

Grether:   Ideally,  yes,  I  think.   It  would  be  a  stronger  situation. 
In  fact,  looking  back  upon  it,  my  guess  is  that  it  was  a 
mistake  to  change  to  the  two-year  plan.   One  reason  we  did 
that  was  because  the  junior  certificate  (so-called)  had  been 
replaced  by  the  A. A.  degree,  the  Associate  in  Arts  degree. 
In  fact,  there  was  considerable  propaganda  to  the  effect 
that  we  should  recognize  a  sharp  breaking  point  between  the 
firs1;  two  years  and  the  upper  division  courses,  and  also 
recognize  that  we  would  be  a  transfer  point  after  the  first 
two  years  rather  than  a  place  where  people  came  for  the 
entire  four  years. 

Unfortunately,  we  made  the  change --we'd  hardly  done  this 
before  Letters  and  Science,  without  consultation, 
practically  wiped  out  the  A. A.  degree  by  allowing  students 
to  drop  the  sharp  breaking  point  on  this  campus  between  the 
lower  division  and  the  upper  division.   This  made  it  very 
difficult  for  us  because  we  had  recognized  such  a  sharp 
breaking  point. 

Nathan:  When  you  speak  of  the  sharp  breaking  point,  or  wiping  it 
out,  would  that  mean  that  a  lower  division  student  could 
take  an  upper  division  class? 

Grether:   That's  right,  and  vice  versa- -a  student  could  carry  some  of 
the  lower  division  work  into  the  upper  division.   Actually, 
my  guess  is  that  it  would  be  possible  now  to  restore  a  four- 
yeac  undergraduate  college,  in  view  of  the  number  of  other 
places  in  the  state  within  the  University  system  and  in  the 
state  college  system  where  people  can  get  four  years;  the 
University  might  well  give  thought  to  restoring  four-year 
colleges  again. 

It  was  pretty  clear  at  one  time  that  the  Berkeley  campus 
would  become  chiefly  a  graduate  institution.   In  the  last 
few  years  this  has  reversed  again;  relatively,  we  are  more 
of  an  undergraduate  institution  than  we  have  been.    I  hope 
this  is  not  reflecting  merely  the  desire  of  alumni  to  have  a 
better  football  team.   [laughter]   I'm  inclined  to  think  it 
will  reflect  a  better  educational  product --some thing  more 
solid  than  what's  been  happening  when  you  speak  of  Berkeley 
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as  a  transfer  point  or  a  junction  point  on  the  way,  say,  to 
the  final  career.   (Some  of  this  will  appear  again  when  we 
get  into  the  next  round  of  developments  and  the  kind  of 
thinking  that  took  place  then.) 

One  thing  it  demonstrates,  of  course,  is  that  we're 
liviiig  in  a  very  dynamic  world  where  you  make  predictions 
for  one  decade ,  and  discover  one  or  two  decades  later  that 
things  have  shifted  around  again.  The  changes  taking  place 
right  now,  watching  the  campus,  are  very  dramatic.   It 
almost  appears  as  if  there  were  some  kind  of  reversal  again- 
-students  coming  back  to  the  fraternities,  students  coming 
back  to  the  dormitories,  the  long  waiting  lines,  and 
students  wanting  to  come  here  as  freshmen  again,  contrary  to 
what  had  been  the  tendency  for  maybe  25  years  or  so. 

I  think  probably  that's  enough  for  today. 


Semester  vs.  Quarter 


Nathan:    Fine,   I  might  throw  in  one  question  that  can  be  dealt  with 
now  or  later:   Do  you  have  an  opinion  about  the  value  of  the 
quarcer  as  compared  with  the  semester  system? 

Grether:   Oh,  yes.   I  much  prefer  the  semester  system.   I  well  recall 
the  first  committee  that  reported  on  this.   Guy  Montgomery 
was  chairrr.ro  of  it.   He  and  his  committee  came  in  with  a 
report  recommending  the  quarter  system,  but  they  didn't  even 
vote  for  their  own  report.   [laughter]   In  fact,  at  the  time 
Montgomery  spoke  of  the  quarterites  and  the  termites, 
[laughter]  The  semester  system,  from  my  point  of  view,  is 
greatly  to  be  preferred,  and  the  old  calendar  we  had  was 
just  beautiful.   That  is,  we  finished  in  May,  and  then  we 
had  the  two  six-week  summer  sessions,  and  then  we  came  back 
early  in  the  fall  and  finished  before  Christmas  again.   We 
had  a  whole  month  break  at  Christmas  time. 

This  was  related  to  the  agricultural  cycle  in 
California,  but  also  it  gave  us  enormous  advantages:   we  got 
our  students  on  the  market  early.  We  had  these  sharp  breaks 
befcre  the  holiday  season,  rather  than  having  students  come 
back  after  the  holiday  season  to  pick  up  and  get  ready  for 
their  final  examinations. 
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Most  of  all,  in  my  view  the  quarter  system  does  not  give 
you  enough  time  with  the  students.   You  hardly  get  started 
before  it's  over  with,  and  especially  you  find  it  difficult 
to  get  good  term  paper  writing.  That  is,  you  need  more  time 
for  the  kind  of  research  that  ought  to  be  put  into  writing 
term  papers.   Everything  is  rushed  in  the  quarter  system. 
The  pressure  is  higher,  and  of  course  there's  more 
administrative  work  also  for  the  faculty  and  the  clerical 
staff.  But  the  most  difficult  point  is  —  and  I'm  still 
teaching,  so  I  speak  with  feeling  on  this  (and  I'll  be 
teaching  next  term) --that  by  the  time  we  get  off  the  ground, 
we're  landing  already,   [laughter]   I've  never  felt  as  much 
at  ease  with  the  results  in  the  quarter  system  as  under  the 
old-fashioned  semester.   For  instance,  I  could  get  two  term 
papers,  for  example.   I  like  writing,  especially  for 
graduate  students.   All  students  should  do  a  lot  of  writing; 
they  don't  get  enough  experience.   You  just  can't  get  enough 
writing  under  the  requirements  of  the  quarter  system. 

One  reason  that  is  was  done  is  because  some  of  the 
Regents  who  are  businessmen  thought  in  terms  of  how  they 
keep  their  facilities  going  the  year  around,  and  what  a 
waste  it  was  not  to  have  our  facilities  on  a  year-around 
basis. 

Nathan:   Yes.   Plant  use.   [laughter] 

Grether:   Yes,  plant  use.   They  thought  that  we  could  have  a  summer 
quarter  equal  to  the  others,  and  it  didn't  work  out  that 
way.  In  fact,  that  whole  idea  was  not  successful.   But  in 
the  meantime  you  have  enormous  problems  adjusting  calendars 
if  you  make  a  change.   It's  a  curious  thing,  you  know,  that 
the  Law  School  never  did  follow  the  pattern;  they  have  their 
own  calendar.   I  wish  myself  I  could  go  back  to  my  own 
calendar  on  the  semester  system,  so  far  as  satisfactory 
teaching  and  student  relations  are  concerned. 

Nathan:   Thank  you.   That's  very  good. 
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Verifying  History 

[Interview  14:  May  6,  1977] ## 


Nathan:   I  wonder  if  you  would  like  to  talk  about  some  of  the 

memories  that  you  and  Ira  Cross  may  have  had  in  common,  and 
how  you  see  some  of  the  events  of  those  days . 

Grether:  Yes,  I  would  like  that.   First,  if  you  don't  mind,  just  a 
little  footnote.   I  discovered  something  since  we  last  met 
that  I  called  to  the  attention  of  our  present  dean,  hoping 
he  would  hold  his  head  a  little  higher.   Somewhere  in  these 
papers  I  discovered  that  we  probably  had  the  first  deanship. 
Although  we  were  not  the  first  school,  the  Wharton  School, 
established  in  1881  or  '83,  allegedly  did  not  have  a 
separate  dean  until  1912. 

So  I  wrote  to  the  Wharton  School,  and  sure  enough,  the 
Wharton  School  was  kind  of  a  council  without  its  own 
separateness  until  1912.   I  have  a  letter  here  from 
Richard  C.  Clellan,  associate  dean,  dated  April  1, 
validating  this.   Chicago  didn't  get  a  separate  dean  until 
1902.   So  Carl  C.  Plehn,  dean  of  the  College  of  Commerce, 
University  of  California,  appointed  in  1898,  was  the  first 
dean  of  a  professional  School  of  Commerce  and  Business  in 
this  country.   This  is  kind  of  an  interesting  little 
historical  tidbit. 

This  has  some  relevance  to  Ira  Cross,  by  the  way, 
because  he  was  always  very  interested  in  what  went  on  in  the 
commerce  and  business  program- -in  fact,  almost  more  so  than 
in  economics . 


Ira  Cross.  His  Style  and  Convictions 


Grether:   Since  we  met,  Ira  died  on  March  24,  1977,  in  his  97th  year, 
much  to  our  sorrow,  because  we'd  hoped  not  only  to  keep  him 
alive  so  we  could  enjoy  him,  but  I  strongly  hoped  he'd  be 
the  first  centenarian  on  the  Berkeley  faculty;  we've  never 
had  anyone  on  the  faculty  live  that  long.  Now  this 
objective  or  goal  has  to  be  turned  over  to  Joel  Hildebrand, 
who  is  only  one  year  behind  Ira.   Speaking  of  Joel,  I  think 
it  is  undoubtedly  true  that  Ira  Cross  and  Joel  Hildebrand 
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have  been  two  of  the  greatest  teachers  in  the  history  of  the 
University  of  California,  both  in  terms  of  the  thousands  and 
thousands  of  students  who  sat  in  their  large  lecture 
classes,  and  in  terms  of  the  impact  upon  students. 

Ira  was  really  made- to-order  for  that  period.   He 
enjoyed  the  platform  in  Wheeler  Auditorium  and  the  large 
classes,  and  so,  I'm  sure,  did  Joel  Hildebrand.   It  takes  a 
certain  type  of  person,  with  the  instincts  of  an  actor, 
really,  to  teach  large  classes.   In  addition,  Ira  was  an 
extraordinary  human  being,  very  complex.   I  have  a  big 
series  of  files;  Carrie  and  I  sometimes  think  we  ought  to 
write  a  little  book  about  him,  because  it  could  be  an 
interesting  little  document.   So  I  must  be  careful  not  to 
take  the  whole  morning  talking  about  Ira. 

In  the  Daily  Cal  of  this  week  I  saw  something  that  I 
think  might  be  worth  putting  into  the  record  this  morning. 
It  says  here , "Student  Lobby  Asks  for  Teaching  Assistant 
Training."  Well,  if  all  the  instructors  had  done  like  Ira 
Cross,  this  would  not  be  necessary.   (Incidentally,  I  want 
to  put  in  a  footnote  that  we  have  a  granddaughter,  Susie 
Allison,  who  manages  the  office  of  the  student  lobby  in 
Sacramento.   She  was  a  graduate  of  the  Irvine  campus  a  year 
ago.   We  have  eight  granddaughters,  and  all  of  them  seem  to 
have  this  kind  of  bent.   It's  an  amazing  phenomenon.) 

To  go  back  to  Ira,  he  always  had  fifteen  or  twenty 
teaching  fellows,  as  they  were  called  then.  My  wife  and  I 
were  among  that  group.  Carrie  was  the  first  woman  who  was 
appointed  among  Ira's  teaching  fellows;  so  she,  in  a  sense, 
made  history.   We  both  became  very,  very  fond  of  Ira.   We 
were  so  delighted  when  he  was  able  to  attend  our  50th 
wedding  anniversary  a  year  and  a  half  ago.   Now  he  is  gone. 

To  return  to  this  teaching  matter.   Every  Saturday 
morning,  Dr.  Cross  (we  called  him  "the  Doc")  would  meet  with 
his  teaching  fellows  for  at  least  two  hours  to  prepare  for 
the  work  of  the  ensuing  week.   We  went  over  everything  in 
great  detail.   Not  only  that,  but  he  would  give  us  very  good 
instructions  as  to  how  to  teach,  and  really  worried  a  great 
deal  about  how  effective  we  were.   Then  at  the  end  of  the 
period  he  would  ask  the  students  to  write  anonymous 
criticisms  of  us  and  of  him.  He  had  the  habit  of  calling 
his  teaching  fellows  into  the  office  and  reading  these  out 
loud  [laughter]  before  the  whole  office.   The  point  is,  he 
trained  a  lot  of  very  fine  teachers.   Everybody  was  greatly 


508 


indebted  to  him,  because  it  was  not  haphazard.   He  took 
pride  in  this,  and  took  his  Saturday  mornings  for  this 
purpose.  My  impression  is,  from  observing  things,  that  time 
and  again  teaching  assistants  are  turned  loose  without 
enough  supervision  and  training.   So  I  think  the  student 
lobby  has  a  point  here.   It's  been  an  old,  old  problem  on 
the  campus . 

To  return  to  Ira  as  a  person,  he  was  a  man  of  very 
strong  views,  very  strong  prejudices,  thoroughly 
iconoclastic.   He  loved  to  shake  the  students  up,  to 
disabuse  them  of  any  ideas  they  had.   He  always  kept  driving 
and  hitting  hard  that  they  should  get  new  ideas,  not  stay  in 
their  ruts.  This  was  gospel  for  him. 

He  himself  had  about  four  different  careers.   He  started 
out  in  labor  and  the  personnel  field,  and  he  wrote  in  the 
field  of  socialism  and  social  reform.   He  tended  to  be 
somewhat  of  an  activist,  and  I  think  probably  the  reactions 
he  got  early  in  his  career  from  that  may  have  led  him  to 
shift  to  the  field  of  finance.   In  any  event,  he  made  that 
shift.   So  after  having  established  himself  in  one  field,  he 
then  started  teaching  and  writing  and  doing  research  on  the 
campus  in  the  field  of  finance,  money,  and  banking. 

In  addition,  he  was  dean  of  the  American  Institute  of 
Banking  in  San  Francisco  for  years,  which  was  a  career  of 
educating  people  already  employed;  he  had  a  strong  interest 
in  that  whole  area.  Then  finally,  just  before  he  retired, 
and  during  his  long  retirement  period,  he  became  a  grower  of 
chrysanthemums  and  became  quite  famous.   In  fact,  he  took 
great  pride  that  he  was  now  in  Who's  Who,  not  as  an 
economist  but  as  a  hybridizer  and  a  grower  of 
chrysanthemums . 

We  could  talk  a  long  time  about  Ira  Cross,  and  maybe 
sometime  we  ought  to  extend  this.   But  I  do  want  to  pick  up 
one  aspect,  because  it's  so  important  for  what  I  would  like 
to  do  in  terms  of  a  history  of  our  program.   I  have  here  a 
copy  of  Ira's  oral  history,1  which  he  gave  me  and  autographed 
very  nicely  to  us.   I  noticed,  in  refreshing  my  mind  on  it, 
that  he  took  a  strong  position  with  respect  to  some  things 


!Ira  Brown  Cross,  Portrait  of  an  Economics  Professor,  an  oral  history 
conducted  in  1966  by  Joann  Dietz  Ariff,  Regional  Oral  History  Office,  The 
Bancroft  Library,  University  of  California,  Berkeley,  1967. 
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we're  going  to  talk  about,  I  hope  today,  if  you'll  allow  me 
to.   He  was  definitely  wrong. 

He  was  interviewed  during  his  87th  year.   What  happened, 
I  think,  was  that  his  memory  had  slipped  quite  a  bit.   (I'm 
trying  to  avoid  that.  You  notice  that  every  time  you  come 
in,  I'm  prepared  for  you,  going  through  the  documentation, 
trying  to  protect  this  record  at  least.)   Let  me  illustrate 
by  turning  to  pages  66,  67,  and  68  of  Ira's  oral  history. 
He  mentions  that  when  he  was  dean  of  the  College  of 
Commerce,  he  went  to  a  foundation  that  agreed  to  support 
establishing  a  graduate  school.   The  interviewer  asks  him 
when  that  was,  and  he  says  in  the  late  1930s.   In  reply  to  a 
question  he  says  it  was  the  Ford  Foundation.   Then  he  says 
he  could  not  get  support  from  the  University  because  of 
Professor  Walter  Morris  Hart,  who  was  the  vice  president  of 
the  University.   He  even  went  across  the  street  (Hart  lived 
on  the  same  street  with  him)  one  evening  and  spent  the 
evening  arguing.   As  he  puts  it,  "We  had  a  very,  very 
vigorous  argument  about  this  whole  business."  Then  he  says, 
"When  I  came  home,  I  told  Mrs.  Cross  what  had  happened,  and 
she  said,  'Well,  there  goes  your  $500  raise  in  salary  this 
year,'  and  sure  enough  it  happened."   [laughter] 

The  only  trouble  with  all  this  is  that  he  was  never  dean 
of  the  College  of  Commerce  except  briefly  as  an  acting  dean. 
But  he  was  always  very  interested  in  this  program  and  maybe 
should  have  been  dean;  that's  not  our  problem  today.   Walter 
Morris  Hart  was  dean  of  the  University  from  1923  to  1930, 
all  of  this  under  William  Wallace  Campbell.  The  Ford 
Foundation  was  established  in  1936.   The  action  that  Ira 
speaks  of  would  have  had  to  have  taken  place  in  the  1920s. 
So  this  needs  to  be  corrected. 

Just  to  be  sure  the  record  is  correct,  he  also  then  says 
that  this  was  turned  down  by  the  administration  here. 
Stanford  got  the  money  and  established  its  graduate  school. 
Just  to  make  the  record  clear,  here  is  a  catalog  of  the 
Graduate  School  of  Business  at  Stanford,  and  it  says  here 
that  their  school  was  established  in  1925.   Also,  it  was 
established  because  Herbert  Hoover,  then  Secretary  of 
Commerce  in  the  Coolidge  cabinet,  proposed  to  a  group  of 
friends  that  a  graduate  school  of  business  be  established  at 
Stanford.   "As  a  result  of  that  meeting,  friends  of  Hoover 
assembled  a  group  of  more  than  100  businessmen,  and  they 
agreed  to  raise  the  necessary  funds.   The  school  opened  its 
doors  in  1925." 
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Now,  what  was  Ira  talking  about?  Actually,  something 
very  important,  except  his  memory  slipped.  As  I  mentioned 
earlier,  the  gossip  I  heard  right  from  the  beginning  was 
that  a  group  of  businessmen  did  want  to  establish  a  graduate 
school  at  Berkeley.  Their  view  was  that  we  had  the 
background;  we'd  been  going  since  1898.   It'd  be  easier  and 
cheaper,  and  perhaps  more  efficient,  to  establish  it  here, 
with  our  background.  And  also  you  would  get  public  support 
for  the  school.  The  gossip  on  our  faculty  has  been,  and  I 
think  it's  probably  correct,  that  a  group  of  businessmen 
asked  William  Wallace  Campbell,  the  President,  to  attend  a 
meeting  at  the  Bohemian  Club  to  discuss  this  project,  and  he 
didn't  go.   Therefore  their  whole  interest  and  support  went 
to  Stanford. 

My  guess  is,  looking  back  on  this,  that  regardless  of 
the  specific  incidents,  there  was  no  basis  here  for  an 
interest  in  our  type  of  program.  William  Wallace  Campbell, 
whom  I  got  to  know  very  well- -I  had  a  deep  respect  for  him 
and  saw  him  a  number  of  times—had  come  down  from 
Mt.  Hamilton  to  bridge  the  gap  for  a  few  years  until  Sproul 
grew  up.  My  guess  is  that  the  Regents  had  President  Sproul 
in  mind  as  a  young  man,  but  he  wasn't  ready  for  it. 

President  Campbell  didn't  know  the  kind  of  world  around 
him  here.   In  addition,  he  chose  as  a  vice  president  a  man 
from  the  humanities  whose  instincts  would  be  opposed  to  what 
we  were  trying  to  accomplish.   I  have  an  instance  myself 
that  in  a  sense  illustrates  this. 


Law  and  Economic  Analysis 


Grether:   When  I  was  assistant  professor,  I  was  asked  to  come  over  to 
see  Walter  Morris  Hart.   I  was  ushered  in,  with  a  certain 
amount  of  diffidence  on  my  part,  and  sat  across  from  him. 
His  opening  sentence  was,  "I  see  we  are  not  giving  you 
enough  teaching  at  the  University  of  California."  Well, 
that  was  a  fine  opening  sentence.   So  I  said,  "What  are  you 
talking  about,  Mr.  Hart?"  He  said,  "I  noticed  your  name  in 
the  catalog  of  the  San  Francisco  Law  School  on  the  faculty." 
I  said,  "I  didn't  know  that."   So  I  began  reconstructing. 


511 


Someone  had  talked  to  me  about  giving  a  course  in 
economics  at  the  University  of  San  Francisco  Law  School.   I 
said,  "Veil,  that's  an  interesting  idea,  because  for  the 
most  part  law  schools  don't  teach  economics.   I'd  be  glad  to 
talk  to  you  about  it  sometime."  I  didn't  know  they  went 
home  and  put  my  name  on  the  faculty  roster.   Actually, 
regardless  of  this,  this  was  an  innovative  idea.  Just 
behind  you,  for  example,  see  that  big  green  book? 

Nathan:   Oh,  yes,  Antitrust? 

Grether:   Yes,  by  Lawrence  [Anthony]  Sullivan  of  the  Law  School.   His 
opening  chapter  is  about  economics  and  law.   I  may  very  well 
have  a  knock  on  the  door  this  morning  here  from  one  of  my 
graduate  students,  Amelia  Metroni,  who  is  in  the  combination 
law  school-business  administration  program.   She  is  writing 
a  thesis  with  me  on  the  interface  between  law  and  economics 
now.   She's  very  excited.   She  said,  "Finally,  I've  gotten  a 
project  that  excites  me."   She  is  interviewing 
practitioners- -lawyers  and  economists  —  on  this  problem  of 
how  law  and  economics  interact.  This  was  an  idea  that 
attracted  my  interest. 

But  I  certainly  had  cold  water  dashed  all  over  me  by  the 
vice  president. 

Nathan:   Did  he  feel  that  it  was  not  appropriate  for  you  to  have  any 
associations  with  a  law  school? 

Grether:  Yes,  that's  probably  right.  After  all,  I  was  a  member  of 
the  faculty  over  here.   I  thought  at  the  best  I'd  be  asked 
to  give  a  course  sometime,  try  it  out,  and  see  how  it  worked 
with  law.   We  would  have  been  50  years  ahead  of  our  time. 

Later  on,  much  of  my  life  has  really  been  devoted  to 
this  area,  relating  economic  analysis  to  law.  That's  in  a 
sense  the  basis  of  a  great  deal  of  what  I've  done  during 
much  of  my  teaching  as  well  as  outside  consulting 
activities. 

Nathan:    Some  of  your  papers  almost  look  like  law  papers  in  the 

footnotes;  the  footnoting  is  very  similar  to  law  journals. 

Grether:   Yes.  In  fact,  the  young  woman  who  is  now  writing  this  thesis 
with  me  said,  "You're  really  a  lawyer."  In  a  sense,  I  am. 
But  I  have  learned  it  not  by  going  to  law  school  but  by 
reading  the  same  materials  and  interpreting  them  as  an 
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economist,  not  as  a  lawyer.   In  the  process,  I  have  my 

insights,  you  see.   This  is  something,  if  we  have  time,  I'd 

like  to  discuss,  because  I  think  it's  a  very  interesting  and 

very  basic  problem  in  terms  of  public  policy  in  this 
country . 

As  a  matter  of  fact,  if  you  don't  mind,  if  I  may  be 
immodest  just  a  bit,  on  June  8-10  [1977]  there  will  be  a 
symposium  at  Harvard  in  my  honor,  at  which  this  sort  of 
thing  will  be  discussed.   It's  called  "Marketing  and  the 
Public  Interest,  in  Honor  of  E.  T.  Grether."  There'll  be  a 
whole  series  of  papers  that  really  reflect  this  type  of 
interaction  between  law,  business  management  and 
organization,  and  economics  in  the  regulation  of  business  in 
the  country. 

That's  enough,  I  suppose,  on  this. 

Nathan:    It  is  interesting.   Before  we  leave  this  part  of  the 

discussion,  you  did  mention  how  Ira  Cross  took  care  to  train 
his  teaching  fellows.   Would  you  care  to  say  in  what  way  you 
feel  he  mi,'    have  influenced  your  development  in  your 
career? 

Grether:   Oh,  yes.   Ira  was  so  strong  in  his  statement  of  the 

importance  of  preparing  well  for  teaching,  and  also  keeping 
the  students  interested.   He  was  a  tremendous 
disciplinarian.   Here  he'd  have  a  thousand  students,  and  if 
anyone  showed  signs  of  nodding  or  going  to  sleep  or  talking 
to  his  neighbors,  he  would  stop  immediately  and  insist  that 
he  give  attention  to  the  class.   If  he  didn't,  he'd  dismiss 
him.   This  I  think  is  very  important.  Also,  he  stressed 
that  there  should  be  an  active  interest  on  both  sides.   He 
felt  he  had  something  to  offer,  and  if  students  came  there 
for  it,  then  it  was  up  to  them  to  keep  awake  and  listen. 

I  don't  know  if  I  mentioned  or  not  my  first  independent 
class  at  the  University.   It  was  in  11  Wheeler,  which  seats 
about  275.   It's  an  excellent  classroom.   I  had  this  class 
at  3  o'clock  in  the  afternoon.   It  was  the  first  meeting, 
and  there  were  maybe  75  extra  students  sitting  in  the 
aisles.   I  was  frightened;  my  tongue  went  dry  and  my  knees 
were  trembling  behind  the  lectern.   I  lectured  for  a  while, 
and  then  I  noticed  that  some  students  started  nodding.   I 
said  to  myself,  "Dr.  Cross  says  you've  gotta  keep  'em 
awake . "   [ laughter ] 
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Nathan:   What  did  you  do  to  wake  them  up? 

Grether:   I  had  a  brilliant  thought.   So  1  stopped  and  said,  "I  want 
to  warn  you  people  that  I  just  read  in  the  Berkeley  Gazette 
last  night  that  it's  a  misdemeanor  for  more  than  five  people 
to  sleep  in  the  same  room  in  Berkeley."   [laughter]   Gee, 
you  should  have  seen  that  room  wake  up.   They  laughed  for 
about  five  minutes.   1  think  this  really  started  me  off  well 
on  my  teaching  career.   The  students  reacted,  and  1  did,  and 
everything  was  easy. 

Nathan:    I  like  that. 

Grether:   It  was  just  one  of  those  breaks.   Carrie  and  I  were  both 

very  indebted  to  Ira's  insistence  and  stress  upon  teaching. 
I  was  pleased  a  few  years  ago  when  someone  came  over  to 
interview  me  and  ran  a  little  article  in  one  of  the  local 
campus  periodicals,  and  the  heading  was  "Always  a  Teacher." 
I  do  think  that  is  our  first  responsibility  as  university 
professors.   Research,  of  course,  I've  done  a  great  deal  of, 
and  I  like  that,  too.   But  on  an  ideal  basis,  the  teaching 
and  research  should  be  interacting,  and  the  students  and  the 
teachers  should  be  interacting.   It  should  be  a  whole  system 
of  interaction,  rather  than  the  idea  of  the  professor 
dispensing  the  truth  in  an  authoritarian  manner. 

I  don't  like  lecture  teaching.   I've  done  it,  I  think 
successfully.   I  do  like  seminar-type  of  teaching,  where 
there's  interaction.   In  the  process,  I  learn  so  much;  I'm 
stimulated  myself  all  the  time  by  this  interaction.  Like 
this  girl  I  just  mentioned.   She's  excited  about  this 
project.   That,  I  think,  is  the  ideal  type  of  teaching. 


Colleee  of  Commerce  and  Delays  in  the  1930s 


Grether:  I'd  like,  if  you  don't  mind,  to  talk  a  little  bit  about  what 
happened  in  the  1930s.  You  may  recall,  if  I'm  correct,  that 
in  a  previous  meeting  we  got  down  into  the  1930s,  isn't  that 
right? 

Nathan:   Yes. 

Grether:   I'd  like  to  pick  up  there  again,  and  then  move  along  and 

indicate  the  changes  that  came  about  finally  in  our  program. 
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Let  me  repeat:   We  were  established  in  1898.   In  1914  the 
Regents  voted  to  change  the  four-year  College  of  Commerce 
into  a  three-year  school  with  a  much  heavier  professional 
emphasis.   I  won't  repeat  what  was  in  the  last  year's 
records  entirely.   But  here  we  are  in  the  1930s,  and  still 
nothing  has  happened. 

Let's  start  at  the  beginning.   Dean  Grady  was  in 
Washington,  D.C.,  from  '34  to  '36,  to  head  the  Reciprocal 
Trade  Agreements  program.   Henry  Rand  Hatfield,  who  was 
acting  as  chairman  of  the  faculty  and  of  the  executive 
committee ,  asked  me  to  make  a  report  on  changes  in  our  form 
of  organization  and  so  on.   I  made  such  a  report  in  the  fall 
of  1936,  and  by  that  time  Grady  had  returned. 

Nathan:   And  were  you  acting  dean? 

Grether:   I  had  been  the  previous  two  years.   Now  I  was  back  on  the 
faculty,  and  Grady  was  the  dean.   I  was  making  this  report 
at  the  request  of  the  chairman  of  the  faculty. 

This  report  was  accepted  in  principle  at  a  meeting  of 
the  executive  committee  in  October  of  that  year.   Then 
Hatfield  appointed  a  subcommittee  of  myself,  Calkins,  and 
Grady  to  work  out  the  details  of  this  plan,  and  I  suppose 
also  to  see  whether  the  three  of  us  would  agree.   This  came 
back  and  was  discussed.   I  think  it's  important  for  our 
record  to  realize  that  it  was  discussed  rather  broadly,  and 
five  different  ideas  were  presented. 

For  example,  one  idea  which  was  presented  again  was  the 
idea  of  the  three -year  school,  which  had  been  adopted  in 
1914   This  was  voted  down.   Another  idea  was  to  drop  the 
undergraduate  program  and  establish  a  strictly  graduate 
program.   That  was  voted  down.   Another  idea  was  to 
establish  a  technical  school  of  trade,  accounting,  and 
finance.  This  had  been  proposed  by  Professor  Daggett  at  one 
time  (that  was  in  our  record  last  time) ,  and  it  was  looked 
on  with  some  favor.   That  was  voted  down  this  time. 

So  what  was  agreed  upon  was  essentially  what  I  had  put 
into  my  suggestion,  and  that  was  to  continue  with  the 
present  four -year  program,  but  to  deemphasize  undergraduate 
specialization:   to  make  the  undergraduate  program  a  matter 
of  general  background  and  general  work  with  a  minimum 
specialization;  to  move  some  of  the  undergraduate  courses 
into  the  graduate  level;  and  to  make  available  at  the 
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graduate  level  opportunities  for  deeper  specialization  than 
would  be  made  available  to  the  undergraduate. 

Nathan:   And  this  was  still  called  Commerce? 

Grether:   Yes,  at  that  time.   But  it  was  also  discussed  as  to  whether 
to  drop  the  term  "Commerce"  and  to  call  it  "Business 
Administration."  I  think  there  was  pretty  general  agreement 
that  that  should  be  done . 

Based  upon  this  discussion,  a  letter  went  forward  then-- 
I  have  it  here  someplace  [searching  through  papers] --to 
President  Sproul,  dated  December  2,  1936,  recommending  this 
sort  of  scheme  which  1  just  outlined;  also  recommending  the 
establishment  of  a  Bureau  of  Business  and  Economic  Research, 
pointing  out  that  there  was  no  such  agency  existing  on  the 
Pacific  Coast,  that  it  was  badly  needed  and  would  be  very 
helpful  in  our  program. 

Here  is  a  problem  that  I'll  just  have  to  theorize  about. 
This  went  forward  to  President  Sproul  on  December  2,  1936. 
All  indications  were  that  he  had  a  very  active  interest  in 
doing  something  in  this  area.   My  files  are  full  of 
indications  that  he  said  he  was  under  pressure  from  the 
business  community;  that  we  were  not  moving  along  as  well  as 
some  other  parts  of  the  country.   I'm  sure  this  idea  of  the 
graduate  school  that  had  been  discussed  in  the  '20s  already 
had  a  basis  in  the  business  community. 


Henry  Francis  Gradv's  Career 


Grether:   Yet  nothing  happened  again.   Why?  Grady  had  been  in 

Washington  for  two  years.   He  came  back  for  another  year, 
and  then  resigned  and  left  permanently.   He  went  to 
Washington  and  became  vice  chairman  of  the  Tariff  Commission 
for  a  couple  of  years;  then  he  became  Assistant  Secretary  of 
State;  then  he  came  back  to  this  area  as  president  of 
American  President  Lines  for  a  number  of  years  (which  really 
is  a  governmental  steamship  line,  because  it  was  so  heavily 
subsidized  under  the  wing  of  the  federal  government) . 

I  think  there's  something  important  here  for  the  record, 
as  well  as  in  terms  of  learning  from  experience.  Grady  was 
brought  to  our  faculty  in  the  early  1920s  in  order  to  bring 
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more  definite  contact  with  the  business  community.   He  was 
active  in  San  Francisco  business,  and  especially  in  the  San 
Francisco  Chamber  of  Commerce. 

II 

Grether:   He  came  to  our  faculty  as  a  lecturer  to  do  work  in  the  field 
of  foreign  trade  and  international  relations.   Part  of  the 
idea  was  that  he  would  have,  as  he  did,  a  strong  base  in  the 
business  community,  especially  in  the  San  Francisco  Chamber 
of  Commerce,  in  the  international  area.  All  this  occurred. 
Also  during  this  period  he  worked  for  his  Ph.D.  at  Columbia 
and  obtained  a  degree .   So  he  had  the  doctorate  and  was  able 
then  to  be  recognized  for  a  regular  faculty  position. 

In  1928  he  was  appointed  dean  of  the  College.   I  think 
here  may  be  the  problem:  He  still  maintained  his  apartment 
in  -.he  city.  The  problem  I  can  only,  as  I  say,  theorize 
about;  my  guess  is  that  his  major  interest  was  in  the  city 
and  not  on  the  campus,  although  he  was  a  good  dean  and  he 
was  a  good  teacher.   He  would  rush  to  the  city  almost 
immediately  after  having  met  his  classes  and  having 
conducted  his  office  hours. 

He  and  his  wife,  Lucretia,  who  was  an  extraordinary 
woman,  were  very  active  in  Democratic  politics,  as  well  as 
active  in  the  business  community.   As  I  look  back  upon  it,  I 
think  very  likely  what  happened  here  was  that  these  other 
interests  kept  him  from  becoming  really  deeply  involved  in 
the  University  community- -the  Academic  Senate,  for  instance, 
and  other  aspects  of  University  organization  and 
administration.   He  hadn't  built  a  base  of  support  and 
understanding  here.   This  may  be  the  reason  nothing 
happened,  I  think,  although  it's  very  difficult  to  know. 

Also,  it's  not  impossible  that  this  was  chiefly  a  base 
for  larger  enterprises  and  adventures,  because  he  did  become 
a  tremendous  figure  internationally.  As  mentioned,  he 
eventually  became  the  ambassador  to  India,  ambassador  to 
Iran,  and  he  was  ambassador  to  Greece  at  the  time  of  the 
troubled  period,  conducting  the  first  Greek  election.   So  he 
was  a  very  important  figure  internationally,  but  I  suspect 
that  he  didn't  want  to  be  involved  in  the  details  necessary 
to  really  put  through  a  program  on  our  campus.  Yet  I  don't 
understand  why  President  Sproul  did  not  react;  there's  no 
evidence  of  any  reaction. 


Lucretia  Gradv 
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Grether:   I'd  like  to  say  a  word  about  Mrs.  Grady,  because  I  think 
it's  important.   I  have  here,  for  example,  the  newspaper 
story  of  when  she  died  in  1970.  This  is  the  Chronicle  of 
May  24,  1970,  showing  a  picture  of  Mrs.  Grady,  a  beautiful 
woman.   The  wives,  I  think,  are  an  overlooked  asset  in  the 
University  community.   I've  often  said  that  the  greatest 
wastage  on  the  Berkeley  faculty  historically  has  been  the 
faculty  wives.   Often  they  have  the  same  training  and  the 
same  ability  as  their  husbands.   Under  the  nepotism  rule  in 
the  past,  they  have  not  been  able  to  hold  appointments.   (I 
think  there's  been  some  change  in  that  situation  in  recent 
years.)   So  they  had  to  look  elsewhere  for  their  outlets. 

Mrs.  Grady  was  an  extraordinary  woman.   I  asked  my  wife 
this  morning  at  breakfast  to  refresh  my  memory  about 
Lucretia,  and  I  got  a  eulogy.   She  said,  "Here's  a  woman  who 
came  out  of  the  old  Spanish  ancestry  in  California." 
Speaking  of  native  Californians ,  she  was  it. 

Nathan:    Del  Valle  was  her  maiden  name,  wasn't  it? 

Grether:   Yes,  that's  right.   She  knew  who  she  was;  she  had  identity 
in  California,  there's  no  doubt  about  it.   At  the  same  time, 
Carrie  said,  she  was  an  active  democrat;  she  was  a  democrat 
with  a  small  "d" .   She  loved  people  at  all  levels.   She  had 
no  sense  of  liking  merely  the  high  and  mighty;  she  liked 
all.   She  was  very  effective  at  all  levels.   She  was  a  very 
active  woman  locally,  statewide,  and  nationally  in 
Democratic  politics.   She  was  a  national  committeewoman. 
She  made  a  nominating  speech  for  one  of  the  Presidents 
(maybe  FDR;  I've  forgotten  which  one  it  was;  maybe  it  was 
Truman),  and  so  on. 

She'd  been  an  actress.   She  was  a  very  gracious  hostess. 
Their  home  up  on  Alvarado  Road  was  the  center  of  a  great 
deal  of  entertainment,  not  only  for  the  University,  but  in 
general.   One  episode  that  I  recall  illustrates.   After  they 
had  left  the  University  and  had  become  well  known 
internationally,  they  happened  to  come  back  to  Berkeley,  so 
we  had  a  reception  for  them  in  Stephens  Union. 

Nathan:   When  you  say  "we,"  was  it  the  school? 
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Grether:   Yes,  yes.   I  was  dean  then,  and  we  invited  many  people  to 

come  in  and  greet  them.   She  asked  me  to  stand  with  her  and 
look  at  the  head  of  the  line  as  they  came  in  so  she  could 
identify  the  people,  because  they'd  been  away  for  a  number 
of  years.   1  still  recall  as  she  looked  ahead,  she  would 
whisper  to  me,  "Who  in  the  hell's  that?"   [laughter]  And 
I'd  give  her  the  name.   So  when  this  person  got  to  her,  she 
would  grab  her,  throw  her  arms  around  her,  and  say,  "Oh, 
darling,"  and  call  her  by  name,  no  matter  who  it  was.   She 
was  a  warm,  outgoing  person.   She  was  genuine;  Carrie  says 
this  was  not  put  on;  this  was  genuine.   She  wanted  to  be 
sure  that  she  recalled  a  person.   She  was  really  a 
tremendous  force.   She  was  one  of  the  very  active  people  in 
the  Berkeley  Women's  City  Club.   She  was  all  sorts  of 
things;  her  impression  is  very  deep. 

But  my  guess  is  that  the  Gradys  were  interested  in 
broader  things  than  they  were  getting  in  Berkeley.   So  they 
jumped  at  the  opportunities  when  they  came  along  to  go  back 
to  Washington  or  to  take  these  responsibilities  on  the 
international  scene.   Therefore  he  didn't  want  to  do  the 
kind  of  work  necessary,  I  think,  to  work  out  the  details  of 
a  program  here. 

Following  Grady's  resignation  in  1937,  Robert  D.  Calkins 
was  appointed  dean.   He  was  a  young  man,  and  he  was 
thoroughly  aware  of  the  problems.   But  again,  nothing 
happened.   My  explanation  is  as  follows:   He  was  also 
Chairman  of  Economics,  and  he  was  brought  here  from  Stanford 
to  do  some  things  that  were  highly  important. 


Calkins  as  a  Recruiter 


Grether:  As  I  recall,  I  mentioned  earlier  that  the  Economics 
Department  had  been  under  examination  by  a  special 
committee;  there  were  problems,  internal  problems.   As  a 
consequence  of  that  investigation,  Calkins  was  brought  in, 
as  a  young  man,  to  become  chairman. 

He  addressed  himself  basically  and  initially  to  the 
problems  of  the  Economics  Department.   But  also  he  did  know 
about  the  College  of  Commerce  and  its  needs,  so  he  did  one 
thing  that  was  very  important.   He  tried  to  recruit  people 
for  economics  who  could  also  be  effective  in  handling  the 
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programs  in  the  College  of  Commerce.  As  I  said,  among  those 
was  Robert  A.  Gordon.   Another  was  Norman  S.  Buchanan,  who 
is  since  deceased.   Another  was  Joe  S.  Bain,  for  example. 
These  three  were  strong  economists,  people  of  high  quality 
but  who  also  have  an  interest  in  what  you  may  call  the  real 
world,  where  the  enterprise  really  works,  and  not  merely  in 
formal  abstract  economic  analysis.  All  three  were  excellent 
appointments . 

But  he  did  not  get  around  to  the  problem  of 

reorganization,  as  a  follow-up  of  this  report  which  had  been 
filed.  Then,  as  I  mentioned,  after  four  years  he  resigned 
and  vent  to  Columbia  as  dean  of  the  School  of  Business 
there;  went  to  the  General  Education  Board  as  vice 
president;  and  then  eventually  became  president  of  the 
Brookings  Institution. 

My  guess  is  that  Calkins,  like  Grady,  had  a  broader  base 
of  operations  in  mind  in  the  East.   So  he  was  ready  to  move 
when  the  opportunity  came.   His  experience  at  Columbia, 
though,  is  rather  interesting  in  terms  of  the  problems  one 
has.   He  resigned  there,  he  told  me,  because  he  felt  that  he 
could  not  really  get  an  integrated  operation  going  there. 
The  faculty  was  composed  of  individuals,  each  of  whom  have 
their  own  empires  inside  and  downtown,  and  you  couldn't 
really  get  an  integrated,  unified  operation.   Columbia's 
always  had  problems  from  this  standpoint;  it  suffered  from 
what  I  called  "excessive  suboptimization. " 
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XIX   DEAN:   FROM  COLLEGE  OF  COMMERCE  TO  DEPARTMENT,  THEN 
SCHOOL  OF  BUSINESS  ADMINISTRATION  (1943) 


Grether:   Now,  with  this  background,  we  get  to  1941,  when  I  became 

dean  of  Commerce.   I  was  thoroughly  aware  of  the  lapse  of  29 
years  and  of  its  consequences,  and  of  its  needs.   I  had  no 
desire,  I  might  say,  to  be  dean.   I  enjoyed  teaching  and 
research,  and  I  was  thoroughly  happy  with  what  I  was  doing. 
When  President  Sproul  called  me  and  asked  me  to  be  acting 
dean,  as  I  mentioned  before,  I  said  absolutely  not;  I  had 
done  that  for  two  years .   So  finally  we  worked  out  a 
compromise:   I  would  take  it  for  three  years. 

Nathan:   As  dean? 

Grether:   As  dean.   Then  we'd  both  look  at  it  again.   I  don't  know 

whether  I  mentioned  or  not  one  aspect  of  my  thinking  at  the 
time.   My  decision  was  influenced  by  a  conversation  with 
Professor  A.  M.  Kidd  of  the  Law  School- -Captain  Kidd.   One 
day  I  happened  to  be  sitting  beside  him  at  the  Faculty  Club, 
and  I  said  I  had  this  problem  of  what  to  do,  and  I  didn't 
like  to  think  about  interrupting  my  teaching  and  research  by 
becoming  an  administrator.   He  said  as  follows:   "It  is  more 
important  to  build  an  institution  than  it  is  to  write  a 
book."  There's  something  to  it,  and  I  hope  that  the  twenty 
years  that  followed  indicate  that  maybe  he  was  right.   This 
at  least  led  into  twenty  years  of  acting  as  a  dean  in  this 
program  on  the  campus . 

The  sequence  of  events  is  very  interesting.   I  have  in 
front  of  me  a  30-page  document  entitled  Suggested  Plan  for 
the  Reorganization  of  the  College  of  Commerce.   Here's  what 
happened,  then,  once  I  was  in  there  where  I  could  make 
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recommendations  with  the  support  of  the  faculty  and  deal 
directly  with  President  Sproul. 

Nathan:   Did  you  cultivate  faculty  support? 

Grether:  Oh,  yes,  right  from  the  start.  After  all,  this  is  of  the 
essence  here.   So  everything  was  done  in  terms  of  an 
advisory  group  of  the  faculty,  or  department  meetings,  and 
so  on.   But  we  didn't  have  a  faculty  to  begin  with.  (I'll 
get  to  that. ) 


Establishing  a  Bureau  (1941)  and  a  Department  (1942) 


Grether:   The  first  move  that  was  made  was  to  establish  the  Bureau  of 
Business  and  Economic  Research  in  1941.   First  there  was  a 
committee,  with  Professor  Condliffe  as  chairman  and  Frank 
Kidner  as  secretary.   Then  the  formal  organization  was 
established,  with  Frank  Kidner  as  the  director. 

The  second  thing  was  to  establish  a  Department  of 
Business  Administration.   Up  to  this  time  there  was  no 
faculty  devoted  or  dedicated  to  the  program  in  this  field. 
Insofar  as  there  was  a  central  faculty,  it  was  in  economics, 
but,  after  all,  this  was  outside  the  main  purpose  or  main 
thrust  of  economics.   Yet  we  got  along,  on  the  whole,  rather 
well. 

It  seemed  to  me  to  be  of  the  essence  to  have  a  group  of 
faculty  who  would  think  in  terms  of  the  interests  of 
business  enterprises  and  their  organization  and  management, 
and  not  merely  about  the  micro -economics  and  the  macro 
economics  problems  from  the  point  of  view  of  economists. 

This  was  a  delicate,  sensitive  business,  and  it  took 
some  doing.   I  was  then,  and  still  am,  a  professor  of 
economics.   I  suppose,  therefore,  I  was  the  ideal  person. 
If  you're  going  to  do  something  like  this,  have  a  member  of 
the  faculty  suggest  it,  you  see.   So  it  was  agreed  to.   A 
Department  of  Business  Administration  was  established.   I 
think  there  were  seven  of  us  who  were  transferred  from 
economics  full  time  or  part  time. 

Nathan:   Whose  decision  is  this?  The  President  of  the  University? 
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Grether:   The  president  made  this  decision.   He  may  have  consulted  the 
Board  of  Regents;  I  do  not  know,  but  he  made  that  decision. 
That  was  done  in  1942.   I  think  the  initial  budget  was  about 
$46,000,  transferred  from  the  Department  of  Economics  for 
this  purpose;  it  was  a  very  little  thing. 


School  of  Business  Administration  (1943)  and  the  MBA 


Grether:   Then,  in  1943,  the  College  of  Commerce  was  changed  into  the 
School  of  Business  Administration,  with  a  two-year 
undergraduate  program  and  a  one -year  graduate  program- -one 
year  or  plus- -leading  not  to  the  M.S.  degree,  which  we'd 
had,  but  to  the  MBA  degree.   The  latter  had  never  gotten 
into  our  discussion  in  the  early  period;  it  was  always  the 
M.S.  degree  that  was  talked  about.   But  by  this  time  it  is 
clear  that  around  the  country  the  MBA  degree  was  the 
established  professional  degree  for  graduate  schools.   We 
were  certainly  right,  because  this  is  now  recognized 
clearly;  it's  a  very  important  union  card  to  get  into 
employment  in  many  business  corporations. 

To  change  the  college  into  a  school  meant  going  through 
not  only  the  normal  committees  but  the  Academic  Senate  and 
the  Board  of  Regents.   I  have  a  file  here,  by  the  way,  which 
1  call  "The  Effectuation."  We  won't  go  into  it,  but  it  is  a 
file  of  all  the  documentation  that  had  to  be  prepared  for 
voting  and  then  for  legalities  and  so  on.   I'd  like  to  take 
this  opportunity  to  pay  my  respects  to  what  I  call  the 
unsung  heroes  of  the  Academic  Senate.   Those  are  the  people 
who  handle  the  rules  and  regulations,  or  what  later  came  to 
be  called  rules  and  jurisdictions,  and  especially  Professor 
Percival  B.  Fay.   These  are  the  people  who,  for  some  reason, 
are  willing  to  and  do  learn  how  to  do  things  in  terms  of  the 
legalities  of  our  bylaws,  and  will  prepare  what  is  required. 
So  this  was  done  step  by  step. 

I  mention  this  because  I  think  Grady  would  have  been 
lost  at  this  point.   I  had  worked  inside  the  system;  I  knew 
what  all  was  involved  here. 
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The  Three -Year  Plan  and  the  Postwar  Deluge 


Grether:   Why  did  we  (when  I  say  we,  it  was  a  group  discussion) 

recommend  the  three -year  plan,  going  back  to  what  had  been 
recommended  earlier?  We  did  this  because  of  a  very 
practical  situation.  We  were  now  in  a  world  war  [II],  and 
our  enrollment  was  down.   We  knew,  looking  ahead,  that  at 
some  point  we'd  be  deluged  by  returning  veterans,  and  this 
did  happen.   We  knew  that  we  would  be  hit  at  the 
undergraduate  level  very  heavily,  much  more  so  than  at  the 
graduate  level.   We  had  in  mind  the  idea  of  the  graduate 
school,  but  we  felt  it  well  to  delay  it,  which  we  did.   That 
was  established  in  1955,  once  we  got  through  the  postwar 
deluge. 

Actually,  I  think  the  peak  year  was  1948-49,  when  we  had 
almost  1,800  students  enrolled,  of  which,  as  I  recall  the 
figures,  only  274  were  graduates;  the  rest  were  in  the 
junior-senior  program. 

I  might  digress  for  a  minute  to  say  that  all  of  us  on 
the  faculty  had  worried  about  the  veteran  onrush.   We 
thought  we  not  only  would  be  overwhelmed  by  numbers,  but 
they'd  be  an  intractable,  difficult  group.   Actually,  it  was 
a  very  pleasurable  experience,  except  for  the  numbers.   For 
example,  I  had  a  class  in  marketing,  in  101  Cal  Hall,  of  400 
students.  That's  what  we  had  to  do;  we  had  to  teach  large 
classes.  The  veterans  came  back  after  their  one,  two, 
three,  four  years  out,  and  they  wanted  to  get  on  with  their 
careers.   Some  of  them  were  married.   They  were  serious. 
There  was  no  Joe  College  monkey  business.   It  was  really  a 
delight  to  teach  these  people.   Time  and  again  they  would 
raise  their  grade  point  average  a  whole  level --say  a  C  to  a 
B- -because  of  what  I  call  motivation  and  maturity.   They  had 
both  of  these,  which  are  very  important  ingredients,  I 
think,  and  you  can't  get  this  in  the  testing  service  index 
that  we  get.  They  do  make  a  difference. 

Among  the  things  in  this  whole  planning  discussion  that 
perhaps  I  should  stress  just  a  bit  was  a  change  of  name. 
Why  change  from  Commerce  to  Business?  Because  around  the 
country  this  change  had  been  taking  place .   The  term 
"commerce"  was  no  longer  a  good  term.   Also  it  suggested  to 
many  people  training  in  stenography  and  shorthand,  like  in 
the  high  schools,  you  see.   So  we  changed  from  Commerce  to 
the  School  of  Business  Administration. 


Royal  Roberts,  E.  C.  Lipman,  and  Ewald  T.  Grether,  November  18,  1946 


Photograph  courtesy  University  Archivist 
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There  was  in  mind  here  also  the  public  relations  aspect. 
Ve  had  heard  that  President  Sproul  was  getting  criticisms 
about  this  College  of  Commerce;  that  it  hadn't  been  updated. 
Actually,  we  had  probably  as  strong  as  any,  and  maybe  the 
strongest  program  at  the  undergraduate  level  in  the  United 
States.   But  we  were  woefully  weak  at  the  graduate  level. 
Although  we  offered  the  M.S.  degree,  over  the  entire  period 
of  the  M.S.  degree  there  were  fewer  degrees  granted  than  we 
now  give  in  one  year  of  the  MBA.   It  was  not  patronized,  and 
probably  appropriately  so.   So  we  needed  to  enter  the  modern 
world  with  an  appropriate,  strong  graduate  program,  and  the 
change  in  label  was  very  important  there . 

In  fact,  if  you  look  at  what  happened,  later  on  we're 
going  to  discuss  how  we  worked  together  with  UCLA  on  much  of 
this  thinking  and  planning.  In  recent  years  they've  changed 
their  label  to  the  Graduate  School  of  Management,  suggesting 
even  a  broader  orbit  than  the  term  "business  administration" 
connotes . 


The  Placement  Problem 


Grether:   I  won't  run  through  this  report  in  detail  because  I  think 
I've  indicated  the  essence,  except  for  one  matter,  because 
some  of  these  things  just  keep  appearing  and  reappearing. 
One  of  the  things  I  immediately  went  to  work  on  was  the 
placement  problem.   I  set  up  a  special  committee  under  one 
of  our  young  men,  Professor  Spencer  Pollard,  to  make  a 
national  study  of  placements,  how  other  schools  were 
handling  placement.   His  recommendation  was  that  we  ought  to 
handle  our  own  placement,  as  is  true  of  many  other  places. 
President  Sproul  was  entirely  firm  in  this;  he  wanted  to 
have  central  placement.   (That  debate  is  still  going  on,  by 
the  way.   Then  it  was  called  Bureau  of  Occupations;  now  it's 
called  Center  for  Placement  and  Counseling,  or  something  of 
that  sort  [later  Career  Planning  and  Placement  Center].) 
The  compromise  that  developed  was  to  have  specialists  in 
this  central  bureau  who  would  be  handling  our  students,  and 
that  is  still  what  is  being  done.   Now  I  notice  those  people 
over  here,  spending  some  time  in  our  building.   So  they  get 
a  little  closer  to  us  physically. 

After  all,  students  come  here  to  get  a  degree  to  get  a 
job.   This  final  step  and  the  way  it's  handled  is  very 
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important  in  terms  of  the  success  of  the  program,  as  judged 
by  the  students  who  come  here. 

Nathan:   I  would  imagine  that  faculty  people  would  have  insights  into 
the  market  that  maybe  others  wouldn't  have? 

Grether:   That's  right.   Actually,  I  think  the  best  students  almost 

always  are  placed  by  the  faculty  themselves,  because  they'll 
call  up  their  friends.   In  fact,  it  ought  to  be  a 
coordinated  effort.   One  of  the  things  I  did  was  to  have  an 
assistant  dean  who  was  supposed  to  relay  our  work  to 
placement  and  to  organize  the  whole  internal  aspect  of  the 
project  in  relation  to  the  Bureau  of  Occupations.   Then  it 
was  under  Vera  Christie,  a  very  strong  person;  nowadays  a 
different  group. 

Also,  that  counseling  center  was  a  very  important  aspect 
of  the  whole  operation,  because  there  are  a  certain  number 
of  people  who  are  misfits  in  the  sense  that  they  don't  have 
a  clear  view  of  what  they  want  to  do.   So  having  them  take  a 
battery  of  tests  to  try  to  discover  what  their  talents  and 
interests  are  turned  out  to  be  a  very  important  aspect  of 
this  whole  business. 

That  gets  us  into  operations,  so  to  speak.   The  next 
step  led  to  the  establishment  of  the  Graduate  School  of 
Business. 


More  on  Hatfield 


Nathan:   There  were  two  names  that  seem  important  at  this  period. 

Would  you  like  to  say  anything  more  about  your  memories  of 
Hatfield  and  of  Daggett,  perhaps? 

Grether:   Yes.   Professor  Henry  Rand  Hatfield  was  one  of  the  pioneers 
in  the  field  of  accounting  in  this  country.   He  was  one  of 
the  early  members  of  our  faculty  and  in  a  sense  one  of  the 
most  revered,  and  also,  incidentally,  sort  of  disliked  by 
Ira  Cross  in  a  friendly  sort  of  a  way.   They  were  just 
different  types  of  people. 

Hatfield  was  an  accountant,  a  classical  scholar,  a  great 
semanticist,  and  a  man  of  rather  extraordinary  wit.   I 
became  very  fond  of  him,  and  I  took  a  lot  of  pleasure  in 
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collecting  funds  for  the  Hatfield  Room,  the  Cross  Room,  the 
Grady  Room,  and  some  of  these  rooms  that  would  appear  in  our 
building  and  help  lend  some  dignity,  1  hope,  to  a  pretty 
drab  building  otherwise. 

Hatfield  and  Cross  were  so  antithetical  that  they  were 
bound  to  be  at  swords'  points.   In  Cross's  [oral  history] 
book  here,  on  page  68,  he  tells  about  how  Hatfield  was  a 
"strong  religious  man,  a  Baptist."  Actually,  Hatfield 
belonged  to  Trinity  Methodist  Church  in  Berkeley,  but  that 
doesn't  make  any  particular  difference.   Cross  also  says 
something  I  don't  think  is  quite  true.   He  said  that  since 
he  was  an  unbeliever,  Hatfield  would  write  Bible  verses  on 
his  blackboard.   [laughter]   It  might  say,  "Cross,  see 
Matthew  10:11."  Then  he  said  how  he  finally  got  tired  of  it 
and  went  to  Hatfield' s  classroom  and  wrote  in  large  script, 
"See  Hebrews  13:8,"  which  says,  "Jesus  Christ,  the  same 
yesterday,  today,  and  forever." 

I  think  what  happened  here,  in  terms  of  Doc's  lapse  of 
memory,  was  that  after  a  department  meeting  one  time,  Cross 
became  a  bit  irritated.   He  went  outside,  and  on  the 
blackboard  outside  the  door  wrote,  "Hatfield,  see 
Hebrews  13:8."  Hatfield  rushed  home,  so  the  story  goes,  and 
looked.   [laughter] 

But  we  were  very  fortunate  with  the  quality  of  some  of 
these  older  people.   In  fact,  our  situation  was  one  where  we 
had  to  be.  The  field  of  commerce  and  trade  is  one  that, 
from  the  standpoint  of  many  people  in  the  humanities,  as 
I've  noted  already,  didn't  belong  in  the  University.   So  it 
was  important  to  our  faculty  to  be  able  to  meet  eye  to  eye 
and  meet  equally  the  scholars  in  other  fields.   Hatfield  was 
certainly  a  superb  example  of  a  very  scholarly  man,  working 
in  a  relatively  important  but  mundane  area,  from  the 
standpoint  of  the  classicists  on  the  faculty. 


Stuart  Daeeett 


Grether:   Stuart  Daggett  was  a  similar  type.   I  have  sometimes  called 
Daggett  the  professor's  professor;  that  is,  he  had  all  the 
earmarks  that  you  associate  with  the  academic  man.   I  can 
still  see  him  walking,  holding  his  gloves  in  his  hand;  he 
didn't  have  them  on.   He  was  the  proper  person,  but  an 
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exceedingly  scholarly,  able  man,  with  a  very  strong 
empirical  interest.  He  was  a  recognized  authority  in  the 
field  of  transportation,  and  he's  published  some  very  fine 
studies  in  that  field.   At  the  same  time,  he  was  exceedingly 
well  trained  also  in  other  fields- -a  broad- gauged  person  who 
belonged  in  the  University  community  and  lent  dignity  to  our 
program. 

He  was  very  helpful  to  me  when  I  became  dean,  because  he 
was  chairman  of  the  faculty  for  a  period.   Then  I  became 
chairman  of  the  faculty  as  well  as  dean,  and  with  his 
background  experience  it  was  a  tremendous  basis  of  support 
for  me.   We,  fortunately  also,  were  on  a  friendly  basis,  and 
1  had  a  deep  respect  for  him.   He  was  a  man  1  would  call  one 
with  a  New  England-type  conscience.   He  always  was  working, 
and  carefully,  and  everything  was  done  with  precision.   You 
knew  that  anything  he  did  was  done  well. 


Leonard  Crum 


Grether:   The  only  other  person  similar  to  him  I  was  able  to  recruit 
from  Harvard- -W.  L.  Crum.   Leonard  Crum,  we  called  him. 
When  I  was  dean,  I  went  to  Harvard  one  time  on  a  recruiting 
trip.   I  was  looking  for  someone  in  the  field  of  finance  and 
investments,  probably  an  assistant  professor.   I  had  been 
tipped  off  that  perhaps  Professor  Crum,  who  was  the  senior 
man  in  the  Economics  Department  at  Harvard,  might  be 
interested  because  he  had  been  at  Stanford  at  one  time  and 
had  some  feeling  of  wishing  to  return  to  the  West. 

It  turned  out  to  be  correct.   So  instead  of  coming  back 
with  an  assistant  professor,  I  was  able  to  recommend  one  of 
Harvard's  shining  lights  in  the  field  of  finance  and 
investments  to  President  Sproul,  which  led  to  his 
appointment  as  a  senior  member  of  our  faculty.   This  was  a 
wonderful  break  for  me,  because  Leonard  Crum  was  like 
Daggett,  a  man  of  extraordinarily  high  standards  who  never 
did  shoddy  work.   He  was  willing,  eventually,  to  accept  an 
appointment  working  with  me  as  vice  chairman,  and  took  the 
responsibility  for  the  elaborate  statistical  studies  and 
other  reports  that  had  to  be  prepared  as  we  started  making 
changes . 
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Grether:   It  would  be  quite  possible  to  go  on  like  this  and  talk  about 
other  people ,  because  once  we  had  a  separate  department  I 
had  the  responsibility,  as  chairman  of  that  department,  of 
recommending  people.   I  had  in  mind  this  historical 
background  of  the  whole  development,  and  that  we  always 
should  have  people  who  would  be  recognized  in  the  University 
community.   That  is,  I  realized  the  attitude  of  some,  that 
people  who  had  come  into  this  field  would  not  be  people  who 
would  be  scholars  in  the  full  sense.   So  when  I  talked  to 
people  or  looked  at  their  vitae,  I  had  in  mind  this  word 
"belong."  Does  this  person  belong,  first,  in  the 
university;  and,  second,  especially  in  the  University  of 
California  at  Berkeley,  with  its  standards?  Will  he  make 
his  way  under  the  standards  and  requirements  of  the  faculty 
of  the  University  of  California  at  Berkeley  (which  was  a 
very  prestigious  place)? 

I  think  on  the  whole  we  came  out  very  well.   Crum  was  a 
good  example- -that  is,  people  who  are  strong  scholars  but 
have  an  empirical  orientation,  who  are  interested  in  the 
problems  of  the  enterprise.   That's  an  ideal  type  of  person 
for  our  faculty.   But  they  have  to  be  strong  scholars.   One 
could,  I  think,  destroy  a  school  of  business  if  you  load  it 
with  mediocre  kinds  of  people  who  might  be  running  around 
attending  trade  association  meetings,  but  who  had  not  really 
a  good  footing  in  terms  of  the  tools  and  interests  and 
discipline  of  scholarship.   This,  in  a  sense,  was  the  most 
challenging  aspect  of  my  responsibility.   I  did  most  of  it 
at  first;  I'd  take  advice,  but  I'd  do  most  of  the 
interviewing,  trying  to  get  a  cadre  of  good  people.   I  think 
we  succeeded  very  well. 


Core  and  Emphasis 


Grether:   Another  aspect  to  this  first  period  maybe  should  be 

stressed.   You'll  remember  that  I  said  that  we  decided  to 
deemphasize  specialization  at  the  undergraduate  level.   That 
led  to  the  so-called  "core  approach,"  where  the  students  at 
the  undergraduate  level  all  have  a  certain  required  core  of 
courses.   Then  we  added  to  that  something  we  called 
"emphasis."  They  were  allowed  to  take  nine  units  of 
emphasis  within  a  certain  field,  like  accounting,  rather 
than  becoming  specialists  in  accounting. 
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That  word  "emphasis"  I  picked  up,  by  the  way,  in  some 
discussions  in  attending  the  meetings  of  deans  in  the 
American  Association  of  Schools  of  Business.   Normally, 
Saturday  morning  we'd  have  a  bull  session  of  deans,  Just  to 
talk  about  problems  without  a  formal  agenda,  and  I  threw 
this  out.   I  said,  "What  word  is  a  good  word  to  use  to  avoid 
the  connotation  of  specialization?"  This  came  out  in  the 
discussion,  and  we've  been  using  it  ever  since.   It's  been  a 
very  helpful  sort  of  thing.   We  therefore  at  the 
undergraduate  level  developed  this  so-called  core  program 
where  they'd  all  take  certain  things.   They'd  all  have  in 
common  certain  tool  work  in  economics  and  in  accounting, 
certain  work  in  law,  work  in  the  functional  fields  like 
marketing  and  finance. 

One  reason  for  mentioning  this,  though,  is  that  later  on 
this  was  adopted  by  the  American  Association  of  Collegiate 
Schools  of  Business  as  a  national  standard  for  all  schools 
of  business;  all  schools  should  at  least  have  this  core 
program. 

Nathan:   Just  to  be  sure  I  have  this  straight,  the  core  applies  to 
the  undergraduates? 

Grether:  Yes. 

Nathan:    So  by  the  time  you  get  to  the  graduate  level,  then  you  are 
ready  for  specialization? 

Grether:  That's  right;  that's  right.   That  creates  a  problem,  though, 
too,  because  increasingly  people  come  into  graduate  programs 
without  any  undergraduate  work.   We  have  had  problems  on 
that  score.  Our  first  move  was  to  establish  a  year  to  a 
year  and  a  half  of  opportunity  on  top  of  our  undergraduate 
program,  but  that  doesn't  take  care  of  engineers  or  people 
from  classics  who  decide  they  want  to  go  into  business. 

So  we  had  to  also  establish  a  core  program  at  the 
graduate  level,  which  we  have  and  have  had  for  years  now. 
In  other  words,  the  student  coming  in  from  another  area 
without  background  has  to  take  the  first  year  of  so-called 
core  work.   We  call  them  the  "G"  courses.   This  will  give 
him  the  equivalent  of  the  undergraduate  program  in  one  year. 
It's  been  a  very  successful  thing.   During  its  early  period 
we  even  went  beyond  that  into  what  I  thought  was  a  very 
creative  type  of  effort.   Professor  Leonard  Doyle  of  our 
faculty,  who  is  now  retired,  was  a  man  who  liked 
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Nathan: 


Grether: 


integration.   I  liked  this,  too,  by  the  way.   Another  man  on 
our  faculty  with  a  similar  bent  is  John  T.  wheeler. 

Doyle ,  and  then  later  on  wheeler  and  others ,  went  to 
work  on  the  so-called  "integrated  core  program,"  where 
instead  of  giving  separate  courses  in  all  these  subject 
matter  fields,  it  was  a  course  as  a  unit  that  moved  back  and 
forth  between  the  fields  on  an  integrated  basis,  because,  it 
was  said,  in  a  business  firm  that's  the  way  it  operates. 
Keep  in  mind  that  actually  the  business  firm  has  to 
integrate  all  these  finally,  to  be  successful. 

It  was  very  successful,  but  there's  a  real  problem  here, 
and  that  is  that  very  few  faculty  members  have  enough 
background  or  interest  to  do  this.   It's  much  easier  to  be  a 
specialist  in  accounting  or  marketing  or  finance  than  it  is 
to  try  to  coordinate  or  integrate  or  synthesize.   So  we 
finally  had  to  give  it  up,  partly  for  lack  of  .people  who 
would  be  willing  to  teach  this  type  of  program.   But  I  think 
it  was  a  very  innovative  approach,  and  maybe  it  ought  to  be 
looked  at  again. 

Do  you  feel  that  it  would  not  work,  say,  to  have  a  series  of 
lecturers,  each  speaking  about  his  own  field? 

No.   Let's  talk  about  this,  if  you  don't  mind.   It  isn't 
what  I  planned,  but  this  is  the  way  I  like  to  teach; 
students  ask  a  question,  and  we  then  follow  that  line  of 
interest. 


Relating  to  Other  Disciplines 


Grether:   When  we  got  into  establishing  our  research  units,  and  also 
working  out  our  relationship  with  the  campus,  we  discovered 
of  course  that  a  school  of  business  is  in  a  very  unusual 
situation.   To  be  effective,  it's  got  to  relate  to  other 
disciplines- -the  social  sciences  especially.   Economics  was 
our  basic  discipline  to  begin  with,  but  sociology,  political 
science,  psychology,  and  so  on- -the  whole  social  science 
area- -is  an  area  of  interaction.   Often  the  same  materials 
are  used  and  looked  at  differently.   That's  why  we  have  the 
[Hans  Kelsen]  Graduate  Social  Science  Library  [later  renamed 
the  Social  Science  Library,  and  more  recently  the 
Business/Social  Science  Library],   Otherwise  you'd  have  to 
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have  three  or  four  libraries  duplicating  each  other.   Also, 
it's  a  very  healthy  situation  for  faculty  and  students  to 
meet  together  in  that  library. 

The  Institute  of  Industrial  Relations,  which  we'll 
discuss  at  some  point  in  detail,  was  planned  as  an 
interdisciplinary  research  center,  because  the  problems  are 
broader  than  those  merely  of  economics  or  business.  All  the 
social  science  areas  are  represented  in  the  institute,  by 
design,  with  the  hope  that  in  the  process  you'd  get  a  type 
of  enlightenment  and  illumination  that  you  couldn't  possibly 
get  otherwise. 

In  addition,  I  think  I  can  say  without  fear  of 
contradiction  that  every  research  program  we  have  (and  we 
might  want  to  look  at  those  sometime  somewhat  more 
carefully)  has  an  interdisciplinary  basis.   Our  Management 
Science  Center  [later  Center  for  Research  in  Management]  is 
definitely  of  that  sort.   Our  Bureau  [later  Institute]  of 
Business  and  Economic  Research  in  the  very  title  relates  to 
both  business  and  economics.   Our  real  estate  program,  when 
it  got  going,  immediately  broadened  out  to  the  people  in 
urban  planning,  urban  economics,  and  also  to  people  in 
political  science.   When  you  want  to  relate  to  the  problem 
of  enterprise,  it's  multi-based;  it's  not  based  on  a  single 
discipline.   We  are  aware  of  that. 

This  puts  a  school  of  business,  and  I  suspect  other 
schools  of  this  sort,  in  a  very  difficult  position.   Kerr, 
you  see,  was  from  our  faculty.   When  he  was  president  he 
made  it  clear  that  we  belonged  in  the  social  sciences; 
that's  true.   At  the  same  time,  we  are  a  professional 
school.   You  have  this  ambivalence,  you  see.   You  must 
relate  to  the  social  sciences.   You're  in  a  sense  kind  of  a 
catalytic  agent  for  your  own  purposes,  but  each  of  these 
sciences  has  its  own  faculty  or  specialists  who  are  not 
necessarily  interested  in  your  problems.   They're  on  the 
campus  as  resources  for  you;  you  want  to  work  with  them  for 
the  benefit  of  your  own  teaching- research  programs,  but  at 
the  same  time  you  cannot  or  should  not  dominate.   It's  a 
matter  of  problem  relationships. 

During  Kerr's  period  as  chancellor,  there  were  some  very 
strong  ambitions  here  that  I'm  sorry  to  say  have  to  some 
extent  died;  I  suppose  you  could  say  died  on  the  vine.   Kerr 
had  a  very  ambitious  scheme  in  mind.   There  was,  for 
example,  a  Social  Science  Council.   There  was  an  integrated 
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course  in  social  sciences  and  a  special  faculty  to  give  that 
integrated  course  in  the  social  sciences.   There  was  an 
Institute  of  Social  Sciences,  with  Herb  Blumer,  for  example, 
and  other  people.  There  was  a  plan  for  a  social  science 
research  center,  where  the  various  groups  could  have  a  base 
where  they  could  interact  in  their  research  programs.   There 
was  even,  for  a  brief  period,  an  integrated  social  science 
learning  center.   It  was  hoped  that  one  could  get, 
especially,  young  men  from  different  disciplines  together  to 
interact.   In  other  words,  there  was  an  effort  made  to  aid 
and  facilitate  the  social  sciences,  including  ourselves 
(because  we  were  definitely  interested) ,  to  relate  to  each 
other  in  a  more  systematic  manner. 


Ideas  for  Integrating  the  Social  Sciences 


Grether:   Let's  put  it  in  historical  perspective.   You  may  recall  in 
one  of  our  previous  tapings  I  pointed  out  that  there  was  a 
College  of  Social  Sciences  back  in  about  the  1890s  which  was 
destroyed  and  disappeared  into  the  maw  of  the  giant  Letters 
and  Science.  Well,  this  whole  type  of  thinking  now  was 
coming  back  again.   In  fact,  as  part  of  that  thinking  it  was 
suggested  that  maybe  we  ought  to  have  a  College  of  Social 
Sciences  as  a  subdivision  under  Letters  and  Science. 

Things  haven't  worked  out  that  way.   It's  interesting  to 
note  that  the  present  administration  on  the  campus  has, 
rightly  or  wrongly,  so  to  speak,  tended  to  recognize  the 
dichotomy  between  professional  schools  and  the  rest  of  the 
University.   There  is  a  provost  for  the  professional  schools 
area- -George  E.  Maslach.   Business  administration  is 
classified  among  the  professional  schools.   Business 
administration  is  a  professional  school,  but  it  also  must 
relate  to  the  social  science  disciplines. 

Back  in  my  [office]  window  there,  I  brought  up  this  past 
week  from  the  storage  room  of  the  library  the  plans  for 
Barrows  Hall,  the  social  science  central  building  in  the 
complex.   During  this  period,  the  heyday  of  integration, 
what  was  developed  and  agreed  upon  by  the  Berkeley  campus 
administration  was  a  formal  relationship  between  the  people 
in  social  science,  with  Barrows  Hall  as  the  center  of  a 
cluster  of  buildings,  with  the  offices  of  political  science, 
sociology,  economics,  and  business  in  this  building,  with 
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Moses  Hall,  South  Hall,  and  the  old  Stephens  Union  as  the 
research  centers.   It  was  thought  of  South  Hall  as  being  the 
place  for  the  Institute  of  International  Studies.   The 
Institute  of  Industrial  Relations  was  to  be  in  Moses  Hall. 
Your  institute  [Institute  of  Governmental  Studies]  was  to  be 
in  Moses  Hall.  You're  still  there;  you're  the  sole 
survivor,  I  think. 

Nathan:   The  Institute  of  International  Studies  is  above  us  in  Moses 
Hall  now. 

Grether:   They  were  brought  back  there  again,  then? 
Nathan:   They  were  brought  back  just  recently. 

Grether:   Oh,  I  didn't  know  that.   I'm  glad  to  hear  that.   They  were 
supposed  to  have  all  of  South  Hall.   [laughter] 

You  see,  two  things  happened.   One  was  Governor  Reagan 
and  a  lack  of  provision  for  long-run  capital  improvements  on 
the  campus:   no  more  building,  so  that  raised  a  tremendous 
pressure  on  space.   The  second  was  that  there  was  some 
shifting  around  with  respect  to  the  desirability  of  having 
the  social  sciences  integrated.   All  this  planning,  which 
was  entered  into  before  Clark  Kerr  left  the  chancellorship, 
was --in  terms  of  a  higher  degree  of  working  integration 
physically  and  in  other  ways,  especially  through  an 
integrated  course  base,  plus  a  research  institute  where 
faculty  members  would  be  interacting- -quite  a  nice  dream. 

I  suppose  you  have  a  problem  in  your  area  right  now.   I 
understand  that  Aaron  Wildavsky  has  resigned  as  dean  of  your 
school. 

Nathan:   The  School  of  Public  Policy? 

Grether:   Yes,  but  that  is  the  professional  school  in  your  area,  isn't 
it? 

Nathan:    In  some  ways,  yes.   It's  not  a  complete  overlap,  but  it's 
certainly  partial. 

Grether:   It's  the  offshoot  from  the  Department  of  Political  Science. 
Very  similar.   We  broke  off  from  economics. 

Nathan:   Yes,  that's  interesting.   I  hadn't  thought  of  it  that  way. 
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Grether:   Sure.   That  is  the  professional  offshoot- -Public  Policy  is 
the  professional  offshoot  of  the  Political  Science 
Department.   Now,  where 's  all  this  going?  One  thing  I  can 
say,  Harriet,  after  going  through  this  with  you—and  we're 
not  finished  as  yet- -is  that  the  University,  like  the  world, 
is  highly  dynamic,  and  there  are  continuing  processes  of 
rediscovery  [laughter],  as  well  as  cycles,  almost. 

Nathan:    Exactly.   I  don't  know  if  it's  dynamism  or  circularism. 

Grether:   Whatever  it  is,  there  are  cyclical  movements,  and  these 

rediscoveries  that  are  really  wonderful.   I  was  in  a  meeting 
yesterday,  and  I  said,  "Look,  we  discussed  those  proposals 
35  years  ago,"  and  somebody  said,  "Probably  2,000  years 
ago."   [laughter]   We  weren't  here  then,  but  I  well  recall 
these  discussions,  say,  35  years  ago. 


Dichotomy:   Academic  vs.  Professional 


Grether:   I  got  so  excited  about  this,  just  as  a  result  of  preparing 
for  your  questions,  that  I  went  to  George  Maslach  one  day 
(and  I  don't  suppose  you'll  mind  if  I  put  this  on  the 
record) .   I  found  in  my  files  a  report  of  one  of  the  so- 
called  Davis  All-University  Conferences  on  the  role  of 
professional  schools  in  the  University,  a  subcommittee 
report.   (I  didn't  remind  him  that  I  was  chairman  of  that 
subcommittee.)   In  that  report  we  raised  the  question  of 
this  division  between  the  so-called  academic  and  the 
professional,  whether  this  was  really  a  proper  dichotomy. 
It  was  a  very  important  issue  because  the  professional 
schools,  so-called,  always  have  felt  the  weight  of  Letters 
and  Science,  as  I  mentioned  earlier;  that  they  were 
handicapped  in  their  effort  to  get  adequate  resources 
because  of  this  large  power  bloc.   Letters  and  Science  had 
no  interest  in  professional  training. 

At  one  time  the  deans  of  professional  schools  organized 
a  group  to  try  to  offset  that.   Now  this  is  recognized  in 
the  campus  structure;  you  have  a  new  provost.   So  I  went  to 
George  Maslach  and  I  said,  "Here's  a  statement  suggesting 
that  this  is  not  a  good  distinction- -professional  versus 
academic.   It's  artificial.   In  fact,  this  could  be  a  way  to 
destroy  the  unity  of  the  University,  to  move  in  this 
direction."  He  agreed  with  me  thoroughly;  I  was  interested. 
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I  think  it's  a  hopeful  sign  that  there's  something  here 
that's  important  but  difficult.   If  you  draw  a  hard  and  fast 
line  between  professional  schools  and  the  basic  disciplines, 
something  is  going  to  be  lost  there. 

We  are  an  excellent  case  study--!  suspect  you  people  in 
political  science  are  also  trying  to  get  the  proper  balance. 
(I'm  kind  of  ad  libbing.) 

What  seems  to  be  surviving  so  far  are  special  units, 
like  the  p   sent  [1972]  Social  Science  Survey  Center,  that 
have  a  rat    limited  area,  but  they  are  interdisciplinary; 
and  like  out  own  research  affiliates.   But  the  grand  scheme 
of  integration  through  a  Social  Science  Council  and  so  on 
seems  to  have  disappeared  for  the  time  being. 


Leaning  Toward  Separatism 


Grether:   One  result  is,  of  course,  a  certain  stress  upon  separatism. 
I  can  see  it  in  our  own  faculty:   a  certain  pulling  away 
from  what  you  might  call  a  commitment  to  the  campus  as  a 
whole,  or  the  University  as  a  whole.   This  is  something 
that's  happening  generally.   Next  time,  one  of  the  things  I 
want  to  discuss  with  you,  if  you're  agreeable,  is  how  we 
were  forced  to  do  statewide  planning  with  UCLA  in  our  field. 
It  was  not  merely  planning  within  the  campus,  but  statewide 
planning.  This  is  also  true  of  the  Institute  of  Industrial 
Relations;  it  was  planned  on  a  statewide  basis. 

My  guess  is  that  increasingly  we're  decentralizing  to 
where  there'll  be  less  and  less  of  that.   The  University 
will  become  a  holding  of  discrete  units.   Then  within  the 
campus  the  same  problem  can  arise.   If  this  movement 
continues,  something  will  be  lost;  you'll  get  wide 
variations  in  the  power  and  influence  of  the  units,  instead 
of  the  power  and  influence  and  recognition  of  the  campus  and 
of  the  University  as  a  whole. 

Nathan:   Do  you  feel  that  there  is  a  faculty  reluctance  to  go  into 

these  integrated  efforts  because  they  may  minimize  their  own 
direct  professional  advancement? 

Grether:   Oh,  yes,  I  think  so.   For  instance,  I  can  see  it  in  our  own 
faculty.   Those  people  who  moved  in  that  direction  were  not 
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as  productive.   You  don't  write  as  freely  or  readily  as  in 
narrower  areas;  this  is  a  much  more  difficult  type  of  work. 
My  present  feeling  is  that  probably  we  try  to  hothouse  some 
of  this  too  much;  that  the  rate  of  development  must  be 
slower,  follow  a  much  slower  and  more  difficult  evolutionary 
path.  When  we  try  to  put  it  together  in  an  organized  group, 
it  was  expecting  too  much.   It  would  have  been  nice  if  it 
had  been  successful. 

On  the  other  hand,  I'm  worried  about  the  forces  of 
separatism.   I  liked  to  think  of  myself,  when  I  joined  the 
faculty,  as  not  joining  the  faculty  of  economics  or 
business,  but  of  the  Berkeley  campus  and  of  the  University 
of  California.   I  took  pride  in  that.   I  think  something  is 
lost  if  the  commitment  is  to  a  profession  or  a  sub- 
profession  in  a  given  school  or  program  rather  than  to  the 
University  or  campus.   I  think  there's  a  great  deal  of  that. 
Many  of  the  younger  scholars  are  more  deeply  committed  to 
their  discipline  or  sub-discipline  than  they  are  to  the 
institution  as  a  whole. 

I  like  to  think  that  we  are  not  in  the  School  of 
Business  and  the  Department  of  Business,  that  we  are  also  in 
the  Berkeley  campus  community.   That's  where  the  excitement 
is --participating  broadly.   Also,  that  takes  some  amount  of 
effort;  it  takes  one  out  of  his  narrow  little  rut  in  which 
he's  digging,  and  a  lot  of  people  don't  want  to  be 
disturbed. 


Nathan: 


This  week  we  saw  a  good  example.   The  Academic  Senate 
(which  meets  only  rarely  now)  didn't  have  a  quorum.   It's 
difficult  to  get  people  to  participate  in  the  activities  of 
the  senate  as  a  central  organization  to  represent  the 
faculty  interests. 

Less  feeling  of  community  now  on  the  campus  than  there  used 
to  be? 


Grether:   I  think  so,  yes.   I  think  that's  true  among  the  students 
also.   They  are  more  definitely  career-oriented,  job- 
oriented  than  they  were  at  one  time.   Maybe  this  is  a 
temporary  thing;  I  must  be  very  careful  about  interpreting. 

Nathan:   The  cycle  may  turn  again. 
Grether:   That's  right. 
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Planning  for  a  Graduate  School  (1955)  and  the  Ph.D. 


Nathan:   Could  we  now  go  on  to  a  little  more  of  the  history  and  talk 
a  bit  about  the  graduate  school? 

Grether:   Earlier  I  mentioned  that  we  had  in  mind  recommending  a 

graduate  school.  We  did  do  this  in  due  course,  and  from  the 
basic  document,  which  [unfolding  paper]  is  the  summary  for 
the  proposal  to  strengthen  the  graduate  offerings  in 
business  and  establish  a  business  school.   If  it  seems 
desirable  to  extend  this  in  later  editing,  the  basic 
documentation  is  here.   Here  again  is  where  I  was  so  deeply 
indebted  to  Professor  Crum,  because  he  did  the  back-up  work. 
In  fact,  when  we  get  a  little  further  along,  there  was  a 
100-page  document  supporting  all  of  our  analysis.   (I  can't 
find  it  so  far;  I'm  afraid  someone  may  have  destroyed  it.) 
It  was  a  very  basic  document  in  which  everything  was  worked 
out  in  complete  detail,  with  the  kind  of  thoroughness  that 
only  Professor  Crum  would  exercise  in  this  kind  of  thing. 

In  any  event,  what  happened  was  that  we  went  forward. 
UCLA  heard  about  this,  so  they  asked  us  to  delay  so  they 
could  come  forward  with  a  plan  for  a  graduate  school  down 
there.   I  won't  discuss  that  in  detail,  except  to  say  that 
our  school  was  established  in  September  1955,  and  I  think 
theirs  in  December  of  that  year.   So  we  were  about  on  the 
same  planning  schedule.   This  led  into  another  series  of 
things  that  I'll  put  off  until  next  time,  because  I  want  to 
go  through  some  new  documentation  that  I  just  discovered 
this  past  week. 

Once  the  Regents  had  made  this  move,  they  became 
interested  in  the  problem,  especially  a  Regents  Committee  on 
Educational  Policy.   Others  became  interested.   I'm  not 
certain  entirely  how  the  play  of  influences  here  went,  but 
we  were  asked  to  do  joint  planning,  north  and  south. 
(That's  what  I'll  discuss  with  you  next  time  we  meet, 
because  I  have  all  of  that  accumulated  in  very  great  detail. 
It's  a  very  interesting  example  of  how,  at  the  statewide 
level,  one  can  have  joint  planning  between  the  campuses.   I 
don't  know  how  much  of  that  still  goes  on,  but  we  certainly 
went  through  a  whole  series  of  things  that  culminated 
finally  in  preparing  the  joint  statement,  indicating 
similarities  and  differences  in  our  programs  north  and 
south. ) 
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In  any  event,  our  graduate  school  was  established  in 
W55.   So  we  had  the  undergraduate  school,  and  now  the 
graduate  school  with  the  MBA  degree,  and  then  the  Ph.D. 
degree  was  added  the  following  year.   Here  again  is  also  the 
basic  documentation  and  plan  for  the  Ph.D.  in  Business 
Administration.  At  this  point  we  had  used  the  Ph.D.  in 
Economics,  quite  successfully;  after  all,  economics  was  our 
basic  discipline.   It  allowed  Ph.D.'s  in  Accounting,  for 
example,  and  Marketing  and  Finance.   So  it  was  a  good  and 
workable  Ph.D.  under  the  Graduate  Division,  and  operated  at 
a  very  high  level.   But  it  was  clear  always  that  the 
Economics  Department  and  most  economists  were  not  interested 
in  the  problems  of  enterprise;  this  was  business 
administration,  you  see- -organization  and  administration  of 
the  business.   There  were  things  that  could  not  really  be 
handled  properly. 

So  we  went  forward  with  the  plan  of  our  own  Ph.D.,  not 
entirely  separate  because  some  work  in  economics  would  be 
required  and  there  was  still  cooperation  at  the  graduate 
level.   But  we  would  be  able  to  have  emphasis  in  terms  of 
internal  organization  and  management  of  businesses  that  was 
very  difficult  to  handle  in  the  Economics  Ph.D. 

We  made  a  national  survey.   We  found  that  we  were  the 
only  major  institution  in  the  country  without  a  Ph.D.  in 
Business  Administration.   So  we  went  forward  with  the 
recommendation  to  the  Graduate  Division,  and  it  was  finally 
adopted.   It  was  a  very  important  move,  and  this  has  been  a 
very  great  asset  to  us.  We  always  have  anywhere  from  70  to 
100  candidates  for  the  Ph.D.  in  Business  Administration. 


Working  Relations  with  the  Department  of  Economics 

Grether:   In  establishing  the  department,  and  in  establishing  this 

Ph.D. ,  there  was  always  the  problem  of  the  sensitivity  that 
I  mentioned  earlier  in  relation  to  the  basic  Department  of 
Economics.   This  we  had  in  mind.   In  fact,  in  my  planning 
documents  (if  you  want  to  read  all  of  them)  I  said  we  should 
not  establish  our  new  department  and  our  own  Ph.D.  if  it  is 
at  the  expense  of  economics. 

M 
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Grether:   I  am  a  professor  of  Economics.   I  have  the  interests  of  the 
Department  of  Economics  at  stake  always.   Yet  I  was  Dean  and 
Chairman  of  Business  Administration,  and  I  did  everything 
possible  to  maintain  sound,  good,  cooperative  working 
relationships,  and  to  do  nothing  that  would  tend  to  affect 
the  Department  of  Economics  adversely.   In  fact,  I  think,  on 
the  whole,  we  are  noteworthy  among  the  schools  of  business 
in  the  United  States  because  we  do  have  this  type  of  working 
relationship.   Some  places- -maybe  "many"  is  too  strong,  but 
it  may  not  be --they  don't  even  talk  to  each  other. 

For  years  I  would  go  to  Harvard  on  recruiting  trips.   I'd  go 
to  the  Economics  Department  and  then  go  across  the  river  to 
the  Business  School,  and  I  would  be  the  messenger  carrying 
the  word,  so  to  speak.   They  didn't  now  what  was  going  on; 
they  were  not  working  together.   Especially  the  Business 
School  at  Harvard  is  almost  autonomous  from  the  rest  of  the 
university,  although  I'm  glad  to  say  that  in  recent  years 
things  have  changed;  they've  discovered  that  they  need  each 
other.   This,  I  think,  often  happens  in  this  kind  of  a 
situation. 

We  did  everything  possible  to  try  to  maintain  good 
working  relationships,  and  I  think  on  the  whole 
successfully.   It's  interesting,  of  course,  that  the  major 
study  of  schools  of  business  in  this  country- -the  Ford 
Foundation  study- -was  headed  by  Aaron  Gordon,  who  is  a 
member  of  both  our  faculties.   It  was  the  Gordon  and  Howell 
report,  published  in  1959.   It's  back  here  on  my  shelf. 
That  study  was  headquartered  in  Berkeley,  just  off  the 
campus  here,  so  we  were  able  to  relate  to  that  study. 

But  even  in  the  best  of  these  circumstances  there  were 
problems,  especially  when  we  established  our  own  Ph.D.   We 
tried  to  make  it  clear  that  this  would  not  be  at  the  expense 
of  Economics,  but  that  there  was  an  area  not  being  served 
that  could  not  even  be  served.   The  type  of  person  who 
really  would  not  be  happy  or  congenial  in  the  Economics 
Department  had  been  brought  into  our  mix.   We  could  do  this 
in  our  Department  of  Business  Administration,  and  it  would 
not  be  appropriate  in  Economics. 
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A  Conference,  and  Papandreou 's  Request 


Grether:   I'll  just  give  an  example,  among  others,  of  the  kind  of 

problems  that  occurred  even  so.   Here's  a  file  that  I  had 
forgotten  about;  I  discovered  it  recently  in  our  files. 
It's  entitled  "Notes  on  Conference  in  Chancellor  Kerr's 
Office,  November  20,  1957."   I  find  that  this  represented  a 
conference  between  Chancellor  Kerr,  Vice  Chancellor  James  D. 
Hart,  Dean  Lincoln  Constance  of  Letters  and  Science,  Dean 
Grether,  Andreas  Papandreou  (chairman  of  Economics),  and 
Maurice  Moonitz  of  Business  Administration. 

Papandreou,  as  chairman  of  Economics,  had  gone  to  Kerr 
to  raise  the  question  of  the  relationships  between  the 
Department  of  Economics  and  the  School  of  Business, 
especially  the  issue  that  we  were  employing  economists  on 
our  faculty  and  were  teaching  economics -type  courses,  or 
courses  with  a  great  deal  of  economics  materials  in  them. 
He  requested  two  things:   (1)  the  adoption  of  the  principle 
that  economics  courses  should  be  taught  by  the  Economics 
Department,  and  that  Business  Administration  cease  from 
adding  economists  to  its  staff;  and  (2)  the  creation  of 
formal  machinery  at  the  dean's  or  chancellor's  level  to 
arbitrate  disputes  between  Economics  and  Business 
Administration. 

This  is  what  I'd  hoped  to  avoid  above  all. 
Nathan:   This  is  really  an  adversary  proceeding? 
Grether:   This  is  an  adversary  proceeding. 

Papandreou  and  I  were  good  friends,  I  thought.   I  didn't 
know  about  this.   Actually,  after  he  left  the  University  and 
went  back  to  Greece,  we  visited  them  there  in  1961,  and  they 
entertained  us  royally.   His  father  was  then  the  premier, 
and  everything  was  warm  and  lovely.   But  here  he  was 
chairman,  I  was  chairman,  and  here  was  the  issue  as  between 
these  two  faculties  and  as  between  two  areas  of 
jurisdiction. 

Actually,  the  idea  was  very  silly.   In  the  very  nature 
of  things,  some  of  our  courses  are  going  to  have  a  lot  of 
economics  content.   Also,  when  I  recruited  during  the  early 
period,  the  best  persons  were  available  through  economics 
departments.   Since  then  the  sources  of  supply  have  moved 
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horizontally  quite  differently.  There  are  many  sources  of 
supply  now  outside  economics  departments;  there  weren't 
then.   If  you  wanted  to  get  a  top  faculty,  you  had  to  really 
go  through  economics  departments,  like  Harvard.   I  always 
went  to  the  Business  School,  too,  but  as  of  that  time  the 
Business  School  was  not  interested  particularly  in  the 
doctoral  area;  it  was  interested  in  the  MBA.   The  Ph.D. 
supply  was  in  the  Economics  Department  at  Harvard,  and  to 
some  extent  in  other  places. 


The  Ford  Foundation: 
Sciences 


Quantitative  Analysis  and  Behavioral 


Grether:   It's  very  largely  different  now.   Some  of  the  original 
sources  of  supply  are  no  longer  as  strong  as  they  were, 
relatively- -partly ,  by  the  way,  because  of  the  impact  of  the 
Ford  Foundation.   The  Ford  Foundation,  with  its  enormous 
resources,  decided  to  enter  the  field  of  training  for 
business  in  a  very  big  way.   They  did  it  in  two  manners, 
especially.   Not  only  did  they  subsidize  the  Gordon  and 
Howell  study,  the  basic  study,  but  they  decided  to  assist  in 
training  people  in  faculties  of  schools  of  business  in  the 
areas  of  quantitative  analysis,  and  secondly  in  something 
they  coined,  what  they  called  the  behavioral  science  area. 
In  other  words,  they  wanted  to  broaden  the  basis  of  the 
training  for  people  on  the  faculties  of  schools  of  business 
in  two  ways.   This  has  been  enormously  successful.   No  doubt 
about  it.   In  fact,  perhaps  too  much  so.   It's  amazing  how 
econometrics,  statistical,  computer -types  of  thinking  have 
come  into  our  program. 

I  recall  years  earlier  how  we  were  at  one  time 
considering  the  requirement  of  a  course  in  mathematics.   It 
was  contended  by  some  that  students  wouldn't  understand  it. 
We  finally  did  it,  and  quite  successfully.   I  was  a  member 
of  the  first  committee  on  this  campus,  with  Edward  Teller  as 
chairman  and  Glenn  Seaborg  and  others,  to  go  to  the  Regents 
to  ask  to  establish  a  computer  center.   That  file  is  back 
there  [pointing]  in  the  collection  of  things  I  found. 

Nathan:   Let's  get  into  that  later,  if  we  can. 
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Grether: 


Nathan: 


Grether: 


Nathan: 
Grether: 

Nathan : 

Grether: 

Nathan: 


Sometime,  if  you'd  like.   Because  I  felt  it  was  important 
for  us,  and  certainly  it  was  definitely  true.   One  of  our 
faculty  members  was  director  of  that  center  for  a. while- - 
Austin  Hoggatt.   So  we  have  a  very  strong  interest  in  all  of 
these  things . 

Anyway,  to  get  back  to  the  problem  with  Papandreou,  Kerr 
was  the  ideal  person  to  be  in  the  chancellorship  at  the 
time,  because  he  was  a  member  of  our  faculty  and  also  an 
economist,  and  so  this  thing  was  handled  very  nicely  and 
there  was  no  rupture. 

I  think  what  really  happened  here  is  that  we  went 
through  a  boom  period  in  our  growth;  starting  with  a  handful 
of  people,  we  picked  up  more  FTE,  more  bodies,  and  a  larger 
budget  than  Economics.   It  was  necessary,  because  we  were 
carrying  a  larger  enrollment  at  the  various  levels.   This 
undoubtedly  created  some  feelings.   A  sub -factor  here  is  the 
fact  that  the  Agricultural  Economics  faculty  on  this  campus 
is  very  strong,  and  always  has  been.   If  Papandreou  had  had 
his  way,  that  presumably  would  have  affected  their  ability 
to  teach  economics  also,  in  what  was  then  the  College  of 
Agriculture . 

Through  this  committee  device,  then,  one  has  a  chance  to 
present  his  case,  and  it  is  resolved? 

This  was  an  administrative  resolution.   There  are  also 
academic  senate  committees,  especially  the  so-called 
Educational  Policy  Committee.   Next  time  I  will  discuss  this 
planning  north  and  south  in  the  area  of  Business 
Administration,  when  we  had  to  work  through  the  Educational 
Policy  Committee  statewide.   The  Regents  also  have  an 
Educational  Policy  Committee. 

Right.   So  it's  the  Academic  Senate  Educational  Policy 
Committee,  as  well  as  that  of  the  Regents. 

As  well  as  on  the  Berkeley  campus.   There  are  campus, 
statewide,  and  regental  committees. 

That's  very  helpful,  yes. 
It  takes  a  lot  of  patience. 
And  stamina? 
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Grether:   That's  right;  that's  right. 

Nathan:   You  were  speaking  earlier  of  Grady  and  his  other  fish  to 
fry. 

Grether:  You  can't  do  this  kind  of  work  that  way.   For  instance, 

[Morrough  P.]  Mike  O'Brien,  when  he  was  dean  of  Engineering, 
was  almost  driven  crazy  by  this.  He's  a  very  active  man, 
interested  in  a  lot  of  things  outside  as  well,  and  this  was 
an  enormous  drain  on  Mike,  to  try  to  operate  in  this  kind  of 
a  framework.  Whereas  Boelter,  who  left  here  to  go  down 
south,  was  more  relaxed  about  it,  and  learned  a  little  more 
easily  how  to  fit  into  this  kind  of  a  situation. 

I  think,  then,  if  that's  agreeable  to  you,  as  soon  as  we 
can  I'll  go  through  the  north-south  type  of  documentation. 

Nathan:   T   C  would  be  fine. 

Grether:   Do  you  have  anything  as  a  follow-up  today?  You  notice  I'm 
not  putting  in  a  great  deal  of  statistical  data  at  this 
point;  if  you  want  that,  looking  ahead,  that  can  be  added  in 
the  editing. 


Multiple  Titles 


Nathan:    I  think  the  only  questions  I  might  raise  have  to  do  with 

some  of  your  titles  and  responsibilities.   For  example,  in 
'43- '44  (there  was  a  three-term  calendar)  you  were  Dean  of 
the  School  of  Business  Administration,  Chairman  of  the 
Department  of  Business  Administration,  Professor  of 
Economics  on  the  Flood  Foundation,  Chairman  of  the  Executive 
Committee  of  the  School  of  Business  Administration.   The 
Executive  Committee,  I  gather,  was  simply  the  operative 
sector? 

Grether:   Internal,  that's  right.   Later  on  (and  you'll  find  those 

files,  brought  up  this  week  from  the  basement)  they  set  up 
an  advisory  committee. 

Nathan:   Oh,  yes,  let's  get  into  that.   I  note  that  earlier,  before 
'42 -'43,  you  were  Chairman  of  the  Committee  on  the  Graduate 
Curriculum  in  Business  Administration. 
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Grether:   There  was  a  whole  series  of  these.   Often  I  made  myself 

chairman,  partly  because  I  wanted  to  be  definitely  on  top  of 
things.   As  time  passed,  I'd  for  the  most  part  have  other 
people.   But  for  a  while  there,  when  we  were  small  and 
growing,  I  wanted  to  be  definitely  involved  in  what  was 
taking  place.   Once  we  got  further  along,  then  there 'd  be 
more  decentralization.   Even  so,  I  think  there's  a  risk  in 
having  the  chairman  or  dean  removed  from  the  scene  of  the 
action  and  having  the  reports  come  up  to  him.   But  it 
depends  upon  the  size  of  the  operation  and  what  the  other 
responsibilities  are. 


Public  Relations,  and  the  Advisory  Council 


Grether:   Oh,  I  might  mention  one  other  thing  here,  while  we're 

talking  about  this.   In  all  of  our  thinking  and  planning 
there  was  always  a  public  relations  aspect.   This  was  not 
true  of  a  school  in  Letters  and  Science;  that's  quite  a 
different  area.   But  we  have  a  constituency;  our  students 
are  to  be  employed  in  accounting  or  finance,  and  so  on. 

For  instance,  one  of  our  men,  Royal  Roberts,  was  the 
chief  source  of  supply  for  the  Emporium- Capwell 
organization;  he  was  getting  students  placed  there.   We  must 
not  only  be  in  touch  with  our  constituency  (that's  why  the 
placement  matter  I  mentioned  earlier  is  so  important) ,  but 
we  must  have  their  respect.   They  must  consider  our  products 
to  be  good  products;  otherwise  they  will  not  take  the 
trouble  to  come  here  and  interview  our  students. 

As  I  mentioned,  this  is  one  reason  we  changed  our  name 
from  Commerce  to  Business  Administration.   But  also,  this 
29 -year  gap  that  I  pointed  out  had  put  us  out  of  step  with 
national  developments.   People  in  the  local  business 
community  must  not  have  been  aware  of  that. 

One  of  the  ways  I  used  to  try  to  recover  that  ground  was 
to  establish  an  Advisory  Council  to  the  School  of  Business 
Administration,  composed  of  the  presidents  of  corporations 
and  a  few  others.   This,  so  far  as  I  know,  was  put  into 
operation,  and  the  first  bulletin  I  can  find  was  the  '46- '47 
announcement.   Usually  there  were  12  to  15  members. 
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I  worked  with  Jean  Witter  of  Dean  Witter  and  Company  to 
select  the  group,  but  in  addition  the  nature  of  his  work 
kept  him  informed  within  the  area.  We'd  have  people  like 
Steve  Bechtel,  the  president  of  PG&E,  and  Mark  Sullivan,  the 
president  of  PT&T. 

Nathan:   Wasn't  Walter  Haas  on  it  at  one  time? 

Grether:   Yes,  he  came  on  very  early  also.   In  other  words,  the  people 
who  were  the  recognized  leaders  in  business  in  this  area.  I 
made  it  a  point  to  have  what  I'd  call  the  top  group,  because 
I  felt  this  was  highly  important  if  we  were  going  to  get 
sound  advice  as  well  as  recognition.   Also,  I  discovered 
something  rather  quickly,  and  that  is  that  there's  a  certain 
pecking  order,  consciousness  of  kind.   You've  got  to 
recognize  that  in  the  business  community  as  well  as  in 
general.   These  are  the  people  who  would  see  each  other  at 
the  Pacific  Union  Club  regularly,  or  whatnot. 

This  advice  turned  out  to  be  enormously  helpful.   I 
always  made  it  a  point  to  ask  the  President  of  the 
University,  Mr.  Sproul,  and  later  on  the  Chancellor, 
Mr.  Kerr,  to  preside  at  these  meetings  so  they  would  hear 
the  discussion.   We  would  bring  in  important  issues,  and  we 
found  the  members  were  not  hesitant  to  make  their  views 
felt. 

For  instance,  they  were  very  strongly  in  favor  of 
establishing  the  graduate  school;  of  course,  that's  an  old 
issue.   They  realized  this  would  add  something  to  the  Bay 
Area,  which  was  very  important.   I  recall  also  how  Bechtel 
said,  "Greth,  when  do  we  get  this- -next  week?"   I  said, 
"Well,  two  years,  if  we  get  it  at  all."   I  explained  the 
organizational  structure  that  you  have  to  move  through,  step 
by  step.   It  took  about  two  years,  as  I  recall  it.   Then  we 
got  the  complications  north  and  south  that  we'll  discuss 
next  time. 

But  this  was  very  helpful.   For  example,  I  recall  at  one 
of  those  meetings  the  issue  came  up  of  how  practical  should 
our  education  be,  and  we  had  a  split.   For  instance  (I'll 
call  names  here),  Harry  Fair  of  Caterpillar  Tractor,  a  very 
able  man,  felt  that  we  should  have  a  heavy  stress  on 
training  for  the  first  job.   Others  felt  no,  that  if  you  do 
that,  you  narrow  the  training  too  much.   There  got  to  be  a 
very  strong  difference  of  opinion. 
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Nathan: 


Grether: 


Our  view  is  that  it  would  be  a  mistake  to  train  too 
specifically  for  the  first  job.   We  should  give  them  the 
tools,  the  background  and  so  on,  and  if  the  first  job  is  one 
where  you  have  to  have  certification,  like  in  accounting, 
we'd  give  them  the  background  so  they  could  prepare  for  that 
by  taking  the  examination  or  whatnot,  but  that  we  shouldn't 
be  too  narrow.   On  the  whole,  the  business  executives  agreed 
to  that.  Of  course,  the  big  corporations  put  them  in 
training  programs  anyway  once  they  get  them  into  their 
organizations,  and  they  all  understood  this. 

I  remember  another  example.   Somebody  said,  "Our  MBA's 
want  to  be  vice  presidents  almost  immediately."  That's  an 
old  canard,  you  see.   I  remember  Mark  Sullivan,  the 
president  of  PT&T,  said,  "Well,  if  you  have  any  like  that, 
send  them  to  us .   We'd  like  to  look  at  them."   [laughter]   I 
can  see  why  a  public  utility  would,  because  they  have 
trouble  getting  these  human  dynamos,  because  there  you  get  a 
public  utility  type  of  person.   He'd  be  glad  to  have  some  of 
these  dynamic  people. 

Also,  he  explained  something  I  thought  was  very 
interesting- -how  they  watch  people  who  are  candidates  for 
promotion.   I'll  never  forget  this;  I  thought  it  was  so 
revealing.   "We  watch  for  those  people  who  you  notice  other 
people  are  gravitating  towards  for  advice  in  our 
organization,  who  become  centers  of  information  and  advice." 
I  thought  that  was  very  shrewd- -that  these  are  the  people 
who  have  leadership  qualities  and  can  then  move  up  the  ranks 
into  the  organization.   That's  certainly  true  of  any 
organization.   No  matter  what  the  organization  chart  shows, 
there  are  variations  as  to  the  way  in  which  people  behave  in 
relation  to  each  other. 

But  over  the  years  I've  found  this  a  very  good  way  to 
keep  in  touch.   I  put  one  or  two  ringers  on  the  council- -one 
was  Roger  Traynor- - just  because  I  felt  we  should  have 
something  other  than  only  business  executives.   He  was  on 
the  State  Supreme  Court  then.   He  enjoyed  it,  and  they 
enjoyed  meeting  with  him,  of  course. 

I  was  wondering  how  you  selected  the  people  you  wanted  to 
invite.  Are  there  certain  visible  people? 

Oh,  yes.   In  the  first  group  it  was  the  visible  people 
entirely,  with  the  advice  of  Jean  Witter.   Also  a  problem 
arose:   Should  they  have  limited  terms?   It  was  thought  by 
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some  that  they  should  have  just  two-year  terms.   I  said, 
"Look,  they  can't  learn  enough  in  two  years  to  be  helpful. 
It  takes  a  longer  term."   So  we  let  nature  take  her  course. 
If  a  man  didn't  appear  at  the  meetings,  we  would  remove  him. 
We  made  that  clear,  that  he  had  to  show  an  active  interest. 
There  was  one  such,  in  the  insurance  area.   He  didn't  show 
up  for  two  or  three  meetings,  so  he  was  replaced. 

Nathan:   How  often  did  you  meet? 

Grether:   Twice  a  year.   Also,  this  was  not  a  voting  organization;  we 
made  that  clear.   They  were  not  making  policy;  they  were 
advising.   We  would  keep  a  record  of  the  consensus  of  the 
discussion  for  the  benefit  of  the  president  and  ourselves, 
but  they  were  not  given  what  you  might  call  specific  power. 
This  is  different  from  some  groups.   I  understand  that  in 
Engineering  they've  got  a  group  that's  more  powerful  than 
that. 

Nathan:   This  is,  of  course,  entirely  separate  from  a  faculty 
advisory  committee? 

Grether:   Sure,  sure.   This  was  a  separate  group  on  the  side. 


An  Alumni  Organization  (1955) 


Grether:   Then  in  1955  we  established  an  alumni  organization,  again  to 
bring  our  alumni  back  into  the  act.   Reginald  Biggs,  who  had 
been  the  president  of  the  Emporium- Capwell  and  the  White 
House  department  stores  and  so  on  in  San  Francisco,  was  the 
first  president.   I  found,  by  the  way,  that  the  older  alumni 
of  the  College  of  Commerce  were  just  delighted  to  come  back 
and  put  their  shoulders  to  the  wheel  under  this  new  scheme. 
Wallace  Breuner  of  the  Breuner  company  was  a  ball  of  fire. 
He  pushed  the  membership  very  high  while  he  was  president, 
just  by  sheer  enthusiasm  and  audacity.   The  enthusiasm  was 
just  amazing  in  some  of  the  older  alumni  who  came  back. 

Now,  in  the  meantime  you  have  a  variety  of  things;  each 
dean  has  his  own  ideas.   Dick  Holton  tended  to  bring  a 
different  type  of  person  into  his  Advisory  Council,  and 
that's  all  right,  too;  he's  especially  looking  for  the  new 
emerging  firms,  and  I  think  it's  a  very  interesting  idea. 
The  alumni  organization  meantime  has  become  highly 
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formalized  and  is  a  very  active  unit,  and  I  think  on  the 
whole  very  helpful . 

All  of  this  was  in  the  interest  of  trying  to  recover 
from  that  29 -year  gap.   On  the  whole,  we  succeeded. 

That  suggests  another  point.   Since  we're  gabbling, 
let's  take  a  minute  on  this.   In  all  of  this  there's  a 
tendency  now  in  this  country  to  have  polls  taken  on  ranking 
programs.   It's  done  in  the  school  of  business  area.   It's 
been  going  on  for  a  number  of  years.   Some  very  interesting 
things  have  happened  here.   Stanford,  in  the  last  national 
poll,  was  number  one.   We  were  number  six,  and  UCLA  was 
seventh  or  eighth.   What  happened  in  these  polls  recently  is 
that  the  private  schools  tend  to  be  in  the  first  five  spots, 
and  among  the  public  schools  we  normally  are  the  next  in 
line.   The  Regents  keep  raising  questions,  "Why  aren't  you 
number  one  or  two  or  three?"  We  might  want  to  look  at  that 
some  time.   My  feeling  is  that  these  polls  can  be  highly 
mischievous  and  misleading,  because  a  school  ought  to  be 
ranked  in  terms  of  its  objectives- -what  it's  trying  to 
accomplish- -and  not  in  terms  of  merely  the  opinions  of  the 
rankers.   The  private  schools,  I  think,  get  these  top  ranks 
because  they  can  do  some  things  we  can't  do  in  terms  of 
employing  faculty  and  limiting  numbers,  selecting  numbers. 

Stanford  is  a  very  interesting  case.   At  one  time  we'd 
moved  ahead  of  Stanford.   Then  Stanford,  realizing  this,  was 
looking  for  a  dean,  and  it  didn't  succeed.   So  Ernest 
Arbuckle,  who  was  chairman  of  that  committee,  finally  was 
prevailed  upon  to  become  the  dean.   He  has  done  a  tremendous 
job.   He  used  the  Gordon  and  Howell  volume  (Howell  was  on 
the  Stanford  faculty)  as  his  basis.   In  fact,  he  was  over 
here  digging  into  these  files  before  they  were  published 
even,  learning  what  he  could.   He  told  me  that  without  that 
book  he'd  have  been  sunk,  as  a  businessman  becoming  a  dean. 
This  gave  him  the  Bible,  so  to  speak,  of  opinion  as  to  what 
should  be  going  on  in  the  school  of  business.   He  followed 
it  with  very  great  success,  especially  in  terms  of  the 
quality  of  people  they  brought  to  Stanford.   Now  it's  rather 
amusing  to  see  Stanford  rated  above  Harvard  in  recent  polls 
out  here  on  the  West  Coast.   So  the  ambitions  of  the  members 
of  the  business  community  way  back  in  the  '20s  to  have  a 
graduate  school  of  business  have  been  met  in  this  area,  and 
also  in  other  ways  that  we  won't  discuss.   Santa  Clara  does 
work,  and  there  are  other  programs  going  also.   But  you've 
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got  both  Stanford  and  Berkeley  with  leading  graduate  schools 
located  in  the  Bay  Area. 


[Interview  15:  May  13,  1977 ]## 


Nathan:    I  hope  we  can  get  into  some  of  your  experiences  as  dean,  and 
see  how  the  whole  system  works  from  your  point  of  view. 

Grether:   The  thing  I  want  to  talk  about  from  this  standpoint,  and 
there  could  not  be  a  better  case  study,  is  the  joint 
planning  that  we  were  requested  to  do  with  UCLA  with  respect 
to  the  development  of  the  graduate  schools  of  business 
administration  which  were  established  in  1955.   This  became 
really  part  of  the  10-year  plan  that  the  University 
developed  throughout  the  entire  system.  We  were,  for  some 
reason,  under  special  stress.   I  have  a  letter  in  the 
folders  here  from  President  Sproul ,  written  at  the  request 
of  the  Educational  Policy  Committee  of  the  Board  of  Regents, 
saying  that  we  should  bring  in  joint  plans  for  UCLA  and  the 
Berkeley  schools  of  business  administration. 


More  on  Integration  in  the  Social  Sciences 


Grether:   Before  doing  that,  if  you  don't  mind,  I'd  like  to  just  go 
back  into  last  month's  taping  a  bit  about  the  area  of  (you 
may  call  it)  integration  in  the  social  sciences.   You  may 
recall  that  I  mentioned  there  was  an  integrated  social 
science  course,  among  other  things.   I  happened  to  sit  at 
the  same  table  in  the  Faculty  Club  a  few  days  ago  with 
Lincoln  Constance,  who  was  then  Dean  of  Letters  and  Science. 
When  I  asked  him  about  this  whole  area,  he  said  that  one 
difficult  aspect  was  building  a  faculty  for  a  course, 
because  it's  very  difficult  to  find  people  who  would  be 
doing  this.   So  they  brought  in  an  outsider,  Lewis  Feuer. 
You  may  recall  Lewis  Feuer. 

Nathan:   Yes,  I  do. 

Grether:  The  problem  was,  where  did  he  belong?  He  was  probably  more 
of  a  sociologist  than  anything  else,  but  the  Sociology 
Department  refused  to  accept  him  as  a  member.   So  Philosophy 
gave  him  a  berth,  so  to  speak,  or  a  base  to  legitimize  him 
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on  the  campus;  people  do  belong  in  departments  now  for 
budgetary  purposes.   Then  there  was  a  problem  of  his 
associates.   They  had  to  develop  a  group  of  faculty  members 
who  participated  with  him,  and  a  group  of  teaching 
associates.   This  takes  a  peculiar  type  of  person  who  can 
have  this  kind  of  breadth  of  background  and  breadth  of 
interest. 

Another  problem  developed:   Who  would  be  the  chief 
beneficiaries?   It  turned  out  the  engineers  were,  because 
the  engineering  programs  are  very  tight,  and  yet  they  do 
like  to  expose  them  to  other  areas .   So  an  integrated 
course,  where  they  could  get  a  bit  of  all  the  social 
sciences  in  one  course,  was  just  made  to  their  order.   They 
were  probably  the  happiest  group  of  participants  [laughs], 
unlike  the  so-called  majors  in  social  sciences. 

In  any  event,  this  course  ran  eight  or  nine  years.   But 
it  and  the  other  grand  efforts  to  integrate  the  social 
sciences  disappeared.   This  does  not  mean  that  there's  not 
integration,  but  it  means  it's  so  much  more  modest,  and 
starts  from  a  given  department  as  it  reaches  out,  or  through 
a  few  research  agencies  that,  again,  have  a  base  in  a 
certain  area  and  then  they  reach  out.   It  includes  some  of 
our  own  research  affiliates  in  our  program. 


551 


XX  HOW  THE  SYSTEM  WORKS:   PLANNING,  PROCESS,  AND 
CONSEQUENCE 


Four  Key  Documents 


Grether:   The  chief  problem  I  have  today,  Harriet,  in  terms  of  doing 
an  adequate  job,  is  that  here  now  are  all  these  folders  in 
front  of  me.   I've  taken  the  trouble  to  check  off  all  the 
committee  reports  that  had  been  moved  along  during  this 
period.   To  follow  them  one  by  one  would  be  a  most  laborious 
thing,  I  think,  for  all  of  us --not  only  you,  but  possible 
readers.   So  the  problem  is  how  to  get  the  meat  out  of  this. 
And  yet  I  would  like  to  indicate  how  our  system  really 
works,  beginning  at  the  local  level,  the  campus  level,  and 
especially  when  it  gets,  as  it  did  in  this  case,  into  the 
statewide  operation  of  the  University. 

So  I've  selected  about  four  of  what  I  consider  the  key 
documents  that  represent  the  progress  of  the  action. 

To  begin  with,  what  we  have  here  is  the  action  after  the 
Graduate  School  of  Business  Administration  had  been 
established  here  at  Berkeley  and  at  UCLA,  and  after  our 
Ph.D.  program  in  Business  Administration  here  had  been 
approved.   Then  we  went  into  the  processes  of  planning  for 
the  decade  ahead,  not  only  in  our  program  but  in  general. 
But  we  were  put  under  special  constraints,  for  some  reason, 
by  the  Regents  and  the  president.   I  think  very  likely,  in 
the  University's  scheme  of  things,  these  programs  have  a 
great  deal  of  value  in  terms  of  relationships  with  important 
forces  in  the  business  community.   That  may  be  one  factor. 

Also,  I  think,  there  were  a  few  Regents  who  had  a  very 
strong  personal  interest  in  terms  of  the  types  of  programs, 
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especially  Regent  [Edward]  Carter,  who's  been  one  of  the 
more  powerful  Regents.   He  was  a  graduate  in  economics  at 
UCLA  and  then  went  to  the  Harvard  Business  School,  and  has 
been  enormously  successful  in  business.   The  model  or 
pattern  of  the  Harvard  Business  School  was  always  in  his 
mind.   I  noticed  this  as  we  had  our  discussions,  since  he 
was  chairman  of  the  Educational  Policy  Committee  of  the 
Board  of  Regents . 

Nathan:    If  it  would  help  you  to  make  your  point,  it  might  be 

interesting  if  you  could  mention  some  of  the  similarities 
and  differences  between  Harvard  and  Stanford  or  UC. 

Grether:  Yes.   Let's  do  that  as  we  go  along,  then.   I  might  say  that 
this  is  a  very  important  current  issue,  because  if  we  go 
through  this  in  detail,  you'll  notice  that  when  we  got  our 
final  agreed  document  before  the  Board  of  Regents,  the 
culmination  of  these  reports,  it  was  made  clear  that  we 
wanted  to  have  schools  north  and  south  no  worse  than  the 
best.   We  should  be  number  one.   Now,  the  facts  of  life  are 
that  the  private  schools  are  usually  one,  two,  three,  four, 
and  five  in  the  national  polls,  and  usually  Berkeley  and 
UCLA  come  along  maybe  one  or  two  notches  below  in  the  recent 
polls.   This  got  to  be  so  serious  among  the  Board  of  Regents 
that  they  authorized  their  own  national  survey  to  check  this 
out,  and  it  came  out  that  way.   They're  always  concerned 
about  the  rank  of  the  schools  of  business  administration. 
(UCLA  now  is  called  Graduate  School  of  Management,  which 
represents  some  variation  in  emphasis,  not  as  significant  as 
the  change  in  title  might  appear.) 

Let's  keep  this  in  mind,  and  that  is:   Why  is  it  that 
Stanford,  for  example,  now  is  rated  number  one  in  the 
nation,  and  that  the  private  schools  take  these  top  ranks, 
whereas  the  University  in  some  of  the  sciences  and  other 
fields  has  the  number  one  or  two  school?  This  does  affect 
the  kind  of  thinking  and  planning  one  does  within  the 
University  system. 
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Business  Administration  Conference  (1956).  and  the  Academic 
Advisory  Committee 


Grether:   To  begin  with,  if  it's  agreeable  to  you,  I'd  like  to  start 
with  what  was  called  the  Business  Administration  Conference 
of  January  24,  1956.   I  have  before  me  the  minutes.   This 
was  a  conference  called  by  Chancellor  Kerr  to  discuss  our 
thinking  and  planning  in  the  area  of  business  adminis 
tration.  This  was  part  of  the  so-called  10-year  plan  for 
the  Berkeley  campus.   In  fact,  I  think  this  is  an  important 
reason  why  Kerr  got  to  be  President,  because  he  did  such  a 
skillful  job  in  developing  these  decentralized  plans,  and 
finally  the  centralized  plan  for  the  Berkeley  campus,  that 
it  made  a  tremendous  impression  on  the  Board  of  Regents.   We 
were  participating  in  this  type  of  thinking. 

In  this  particular  meeting  there  were  present  members 
from  our  faculty,  but  also  the  so-called  Academic  Advisory 
Committee,  which  Kerr  had  set  up.   All  the  Berkeley  plans 
funneled  through  this  committee.   I  was  a  member  of  this,  so 
I  was  able  to  participate  in  much  of  this  thinking  and 
planning.   In  this  particular  meeting,  in  a  sense  the  basic 
issues  appeared  very  quickly. 

I'll  run  through  some  of  this,  not  with  as  much  detail 
as  can  be  found  in  the  minutes ,  which  are  always  available 
if  one  wishes  to  expand  this  at  any  point.   To  begin  with, 
I,  speaking  for  our  faculty,  stated  that  we  accept  the 
general  view  that  we  are  part  of  the  Berkeley  campus  and 
that  our  thinking  and  planning  is  in  terms  of  a  very  close 
association  with  the  social  sciences,  professional  schools, 
and  allied  fields  on  the  Berkeley  campus;  that  we're  not 
thinking  of  going  off  and  becoming  a  self-contained  unit, 
either  physically  or  intellectually. 

It  was  noted  that  we  had  within  our  program  13  subject 
matter  fields,  but  these  are  not  regarded  as  departments; 
they  are  not  given  budgets.   One  reason  is  that  we  like  to 
have  the  faculty  focus  upon  the  program  of  the  school  as  a 
whole,  rather  than  merely  become  confined  within  a  given 
subject  matter  area.   This  is  a  very  basic  matter,  because 
many  schools  of  business  are  departmentalized;  it's  much 
easier  to  administer  a  departmentalized  school,  as  far  as 
the  top  administration  is  concerned.   But  for  the  most  part, 
the  leading  schools  are  not  departmentalized,  like  Stanford 
and  Harvard.   For  instance,  Harvard  has  faculty  meetings, 
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I'm  told,  where  they  talk  about  the  programs  of  the  school 
as  a  whole . 

So  we  were  trying  to  avoid  this  type  of  over-emphasis 
upon  the  subject  matter  areas  within  the  school.   This  is  a 
very  basic  issue,  by  the  way,  running  through  our  thinking 
and  planning  currently.   Perhaps  I  should  explain  that  I  do 
not  now  attend  these  discussions;  I  thought  1  had  earned  the 
right  to  stay  away.   But  I'm  interested,  and  I  get  the 
documentations,  so  I'm  very  interested  in  what  is  going  on 
presently  in  the  thinking  and  planning  under  a  new  dean, 
Earl  Cheit. 


Comparisons:   Berkeley  and  UCLA  Schools 


Grether:   It  was  noted  here,  too,  that  until  recently  UCLA  followed  us 
at  Berkeley.   That  was  normal,  because  it  was  the  junior 
member.   But  it  grew  very  rapidly,  and  it  was  pointed  out 
here  that  UCLA  was  beginning  to  innovate ,  and  that  certainly 
has  continued.   This  created,  to  some  extent,  the  problem: 
why  I  think  the  Regents  wanted  us  to  think  together  and  see 
what  would  be  the  basic  similarities  and  differences  in  the 
programs . 

One  thing  that  UCLA  had  in  mind  was  the  Harvard  image. 
In  fact,  sometimes  they  called  themselves  the  Harvard  of  the 
West,  including  even  having  dormitories  in  which  the 
graduate  students  would  be  housed.   This  was  a  very  basic 
aspect  of  the  Harvard  program,  that  the  students  lived 
together  and  could  therefore  interact  outside  the  classroom 
as  well  as  in  the  classroom.   So  there's  much  discussion 
here  [referring  to  document]  about  these  variations  in 
attitude  and  outlook  north  and  south. 

Chancellor  Kerr  said  [reading  from  statement],  "The 
difference  between  UCB  and  UCLA  Schools  of  Business 
Administration  is  comparable  to  the  contrast  between  the  two 
campuses  themselves.   At  UCLA  there  is  a  stronger  emphasis 
on  orientation  toward  the  surrounding  community  and  a 
consequent  great  emphasis  on  professional  schools  and 
professional  training.   At  Berkeley  the  orientation  is  more 
academic,  with  more  emphasis  on  the  basic  disciplines  and  a 
view  directed  more  toward  the  academic  world  as  a  whole." 
Then  Morrie  Stewart,  who  was  then  dean  of  the  Graduate 
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Division,  said  that  this  was  true,  for  instance,  with 
science  departments.   I'm  not  sure  if  it's  still  true;  after 
all,  this  was  21  years  ago.   But  as  of  this  time,  this  was 
the  view  expressed.   It  was  suggested  in  the  discussion  that 
Berkeley  try  to  retain  its  academic  orientation,  which 
advice  came  from  the  group  as  a  whole. 


Enrollment  Targets  and  Balances 


Grether:  Then  there  was  some  discussion  of  the  enrollment  targets 

being  used  and  being  discussed.   This  is  a  very  basic  issue; 
it  runs  through  all  of  the  discussions.   I  notice  it  has 
appeared  again  in  the  Daily  Cal  a  couple  of  days  ago 
[turning  newspaper  pages],  and  I  notice  that  the  College  of 
Letters  and  Science  was  having  a  faculty  meeting  and  was 
discussing  how  to  limit  the  enrollments  in  popular  majors, 
such  as  psychology  and  economics.   This  was  a  very  sharp 
issue  here  [in  the  1956  conference].   It's  something  that  I 
hope,  if  I  forget  it,  you  will  force  me  to  come  back  to, 
because  I  think  it's  a  very  basic  issue. 

In  those  fields  in  which  there  is  a  strong  student 
demand,  and  therefore  heavy  enrollments  both  in  majors  and 
in  courses,  this  of  course  requires  building  a  faculty. 
There  are  some  fields  in  which  there  is  a  very  limited 
student  demand,  where  it  is  necessary,  however,  if  you're  to 
maintain  a  university,  for  the  university  to  have  faculty. 
There's  a  problem  of  balance  that's  very  difficult  in  terms 
of  university  administration.   I  recall,  and  mentioned 
earlier,  that  during  one  of  Kerr's  conferences  he  pointed 
out  that  as  of  that  particular  term  there  were  100  courses 
on  the  Berkeley  campus  without  patronage.   In  other  words, 
there  were  faculty  members  making  themselves  available,  but 
the  students  were  not  interested.   Yet  it  was  thought 
important  to  have  teaching  and  research  available  in  those 
fields. 

The  problem  is,  really,  to  what  extent  the  University 

should  recognize  the  market,  or  the  demand  of  the  students. 

This  will  run  all  through  this  discussion.  In  this  case,  we 

wanted  to  project  an  undergraduate  program  of  1,200.   UCLA 

wanted  to  project  an  undergraduate  program  of  800.   We 
thought  of  500  graduate  students;  UCLA  thought  of  800.   In 

other  words,  we'd  come  out  about  the  same,  but  we  had  a 
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somewhat  larger  block  at  the  undergraduate  level.   This 
problem  will  keep  arising.   The  question  that  got  to  be  very 
critical  was  if  we  should  be  allowed  to  have  that  many 
undergraduates.   Shouldn't  that  be  passed  over  to  the  state 
colleges,  for  example,  or  someplace  else?  And  if  you  decide 
to  limit  enrollment,  how  should  it  be  done?  Should  it  be 
done  by  a  quota  system,  or  just  close  the  doors?   (Actually, 
we've  been  doing  that  recently.)  Or  should  it  be  done 
merely  by  raising  standards  for  entrance? 

The  view  we  took  consistently  was  that  we  should 
capitalize  on  student  motivation.   If  the  students  want  work 
in  a  field,  they  should  be  allowed  to  take  work  in  that 
field.   But  if  they  really  want  it,  they'll  be  willing  to 
pay  a  price.   So  there's  no  reason  why  your  standards  should 
not  be  a  little  higher,  and  your  requirements  and  so  on, 
than  otherwise,  so  you  guarantee  in  that  way  that  the 
student  demand  is  true  demand;  it's  not  a  fictitious  demand 
created  by  laxity  of  standards,  because  students  become  very 
skillful  in  discovering  the  soft  spots.   [laughter]   The 
student  grapevine  really  works;  I've  noticed  this.   And  the 
easy  course  is  spotted- - 

Nathan:   Mickey  courses? 

Grether:   That's  right.   One  time  I  heard  a  couple  of  students  talking 
down  at  the  elevator.   One  said,  "Oh,  I  found  an  instructor. 
He's  just  new  here.   He's  very  young,  and  I  think  he'll  be 
easier  than  some  of  the  rest  of  them."  Well,  he  probably 
got  fooled  really  badly  by  going  into  that  man's  class, 
because  there ' s  a  tendency  for  the  new  young  guy  to  be 
tougher,  actually,  than  some  of  the  older  people,  partly  to 
protect  his  reputation.   This  was  a  very  basic  issue 
discussed  in  this  conference. 

But  in  connection  with  all  of  this,  Dean  Constance  kept 
raising,  and  other  people  kept  raising,  the  problem  of  the 
impact  of  expanding  professional  programs  upon  the  course 
offerings,  patronage,  and  morale  of  Letters  and  Science. 
Constance's  worry  was  that  if  we  expand,  especially  at  the 
undergraduate  level,  this  will  devitalize  some  of  the  work 
in  Letters  and  Science.   Our  students  may  think  they're 
getting  more,  so  to  speak.   Paul  Taylor,  who  was  chairman  at 
that  time  of  the  Social  Science  Council,  had  some  worries 
about  economics;  that  our  work  would  be  more  realistic,  more 
empirical;  that  if  we  expand  some  of  the  work  in  applied 
economics  because  of  our  stronger  interest  in  the  real 
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world,  economics  will  be  left  with  a  more  theoretical  focus. 
Actually,  it's  happened  this  way  until  recently. 

Nathan:   What  does  this  do  for  your  theory  of  competition? 

Grether:  Well,  it's  interesting  to  watch  this.  Actually,  in  recent 
years  economics  has  been  reversing,  to  some  extent.   First 
it  developed  a  very  strong  mathematical  program,  which  is 
very  powerful.   They  had  passed  some  of  the  applied  fields, 
like  transportation  and  insurance,  over  to  us  because  they 
weren't  interested.   Now  there's  a  certain  tendency  again, 
especially  in  transportation,  for  economics  to  come  back 
into  this  area.   This  is  a  real  problem,  and  it's  part  of 
the  environment  in  which  the  professional  school  has  to 
operate  under  these  conditions. 

I  won't  go  into  the  totality  of  the  discussion  here, 
except  I  think  I  should  point  out  that  at  the  end  of  all 
this  I  made  it  a  point  to  emphasize  that  we  were  a 
professional  school.  We  therefore  had  to  have  professional 
content.   We  want  to  relate  to  the  social  sciences,  to 
engineering,  and  so  on;  we're  part  of  the  University,  but  we 
did  have  our  own  responsibilities  in  training  people  for 
careers  in  business.   I  think  the  situation  tended  to  be 
pretty  well  clarified  as  a  result  of  this  very  worthwhile 
conference . 

This  conference  was  within  the  Berkeley  campus  group. 
I've  never  seen  a  better  set  of  minutes,  because  it  captured 
the  nature  of  the  discussion. 


The  Conference:   Consequences  and  Comments 


Nathan:   Would  you  say  that  this  conference  had  a  consequence? 

Grether:   Oh,  yes.   In  fact,  the  next  documents  I  have  here  (and  I'm 
omitting  some  in  between) - -eventually  we  got  a  set  of 
comments  from  the  Chancellor's  Office,  based  upon  this 
conference  and  other  materials  and  other  discussions,  in 
which  they  give  their  reactions;  these  were  the  reactions  of 
the  Academic  Advisory  Committee  to  our  proposals.   I'll  just 
run  through  some  aspects  of  it  so  that  we  may  get  the 
flavor. 


558 


One  was  that  they  liked  our  stress  upon  the  graduate 
program  and  wished  to  encourage  us .   They  had  some  doubts 
about  having  a  junior-senior  program  with  1,200;  maybe  that 
should  be  cut  back  on  some  acceptable  basis.   They  liked  our 
new  graduate  core  program  in  Business  Administration.   They 
liked  the  idea  of  having  a  separate  placement  officer.   In 
other  words,  there  was  no  quarrel  at  all  in  recognition  that 
we  had  a  professional  program  that  needed  support,  and 
especially  at  the  graduate  level.   But  they  were  worried 
about  the  impact  on  the  campus  in  general .   So  it  was 
suggested  that  a  joint  curriculum  commit  ee  be  set  up 
between  ourselves  and  other  divisions  •:  9  that  our  relations 
could  be  planned  somewhat. 

I  find  here  in  these  collections  of  things  (and,  by  the 
way,  this  is  one  reason  why  I  like  being  forced  to  go  back 
into  the  files)  comments  that  I  made  after  discussion  with 
our  faculty  upon  these  suggestions.   We  argued  that  we  don't 
mind  cutting  back  from  1,200,  but  we  don't  want  to  do  it 
just  by  direct  ir.eans;  we'd  rather  do  it  by  raising 
standards,  as  I  mentioned  earlier,  and  said  that  for  one 
thing  we  were  adding  a  requirement  in  mathematics  for  our 
students.   This  would  cut  back  the  enrollment.   "We  feel 
that  we  should  have  somewhat  higher  standards,  but  we  think 
this  is  the  preferred  way  of  going  about  it."  Also,  we 
decided  that  we  were  highly  in  favor  of  this  idea  of  a  joint 
curriculum,  so  that  we  could  plan  these  relationships  more 
carefully  in  relation  to  the  other  departments.   In  general, 
in  other  words,  we  felt  we  could  adjust  to  the  kind  of 
suggestions  that  were  made  there. 

One  thing  we  didn't  want  to  do.   It  was  suggested  that 
we  adopt  the  L&S  major  type  of  program.   I  said  we  actually 
were  doing  that  pretty  much,  but  we  wanted  to  do  it  in  terms 
of  our  own  core  requirements  and  not  in  terms  of  merely 
mimicking  the  L&S  major  requirements.   In  doing  this  I  had 
in  mind,  for  one  thing,  the  field  of  accounting,  which  was 
very  difficult,  because  if  students  there  get  far  enough 
along  and  do  want  to  take  additional  work,  there  should  be 
some  possibility  for  it,  taking  care  of  those  special 
situations . 

That  pretty  much,  I  think,  sums  up  the  developments  on 
the  Berkeley  campus.   I  think  on  the  whole  we  can  say  that 
with  Kerr,  one  of  our  own  faculty  members,  as  Chancellor, 
the  environment  was  a  sympathetic  one.   But  now  we  get  into 
the  broader  arena. 
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North- South  Planning  for  Developmental  Programs 


Grether:   [unfolding  paper]  Here  is  President  Sproul's  memorandum  of 
September  17,  1956,  addressed  to  Chancellors  Kerr  and  Allen, 
requesting  that  the  two  schools  of  business  administration, 
north  and  south,  bring  in  a  joint  program  worked  out 
together,  and  present  these  first  to  the  faculty,  the 
Academic  Senate  Combined  Committee  on  Educational  Policy, 
and  then  to  the  Educational  Policy  Committee  of  the  Board  of 
Regents,  en  route  to  finally  adopting  a  developmental 
program  in  the  field. 

This  was  really  very  good  in  the  sense  that  it  indicates 
an  active  interest,  you  see,  in  our  developmental  programs. 
But  I  think  it's  a  bit  unusual  that  we  were  singled  out  for 
this  type  of  north- south  planning. 

Nathan:   Other  departments  in  other  schools  were  not  so  directed? 

Grether:   I  think  engineering  was  doing  some  of  this,  but  I'm  not 

sure.   I  know  that  at  one  time  O'Brien,  the  dean  here,  and 
Boelter,  down  south,  were  thinking  in  a  statewide  sense  and 
were  trying  to  do  some  statewide  planning  of  the  division  of 
labor  and  so  on  in  the  field.   This  also  was  going  on  in  the 
Institute  of  Industrial  Relations,  which  had  been 
established.   In  fact,  what  happened  there  was  that  you  had 
a  joint  plan;  you  had  institutes  established  in  both  places, 
and  then  a  coordinating  committee  statewide  was  established 
to  coordinate  these  two  institutes.   I  suspect  this  in  a 
sense  represented  the  thinking  of  the  period- -that  the 
University  should  be  a  coordinated  entity  and  not  a  series 
of  discrete  campuses  operating  quite  independently.   Since 
then  there's  been  a  great  deal  more  emphasis  upon 
decentralization. 

This,  in  a  sense,  also  may  represent  President  Sproul's 
influence,  because  the  University  had  been  built  under  him, 
the  statewide  University,  and  maybe  he  was  trying  to 
exercise  his  influence  to  maintain  it  on  a  centralized, 
integrated  basis.   But  in  any  event,  this  forced  us  now  to 
relate  our  thinking  and  planning  to  that  of  UCLA.   If  I  went 
through  all  of  it,  it  would  be  quite  an  analysis,  because  we 
began  exchanging  documents  and  having  meetings,  discussions 
with  local  faculties,  and  then  discussions  between  the  two 
administrative  groups.   Especially,  it  got  to  be  an  exchange 
between  Neil  H.  Jacoby,  as  dean  there,  and  myself  as  dean  up 
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here.   I  find  in  the  file  a  series  of  these  drafted 
documents  that  we  would  send  back  and  forth  and  amend  and 
try  it  again. 

Also,  before  me  here  is  such  a  document  which  went  to 
the  Board  of  Regents  to  the  Committee  on  Educational  Policy, 
dated  November  5,  1956,  which  was  discussed.   I  recall  there 
was  one  such  meeting  at  Lake  Arrowhead,  which  had  a 
conference  center.   There  was  another  one  in  Berkeley. 
These  were  very  interesting  experiences,  to  sit  down  with 
the  Regents'  committees. 


Academic  Senate's  Combined  Committee  on  Educational  Policy 


Grether:   But  I  think  before  we  discuss  these,  it'd  be  well  to  look  at 
the  action  of  the  Combined  Committee  on  Educational  Policy 
of  the  Academic  Senate.   See,  at  this  time  there  was  still  a 
northern  section  and  a  southern  section  of  the  Academic 
Senate.  There  were  variations  in  committees- -sometimes 
unified,  sometimes  combined.   This  was  a  so-called  combined 
committee  (and  don't  ask  me  what  the  difference  is  between 
the  two,  because  I've  forgotten  at  the  moment). 

The  Academic  Senate,  like  anything  else  in  the  changing 
environment  of  the  statewide  University,  had  to  adjust 
itself.   Now  we  have  divisions  on  each  campus  of  the 
University,  rather  than  having  this  north-south  type  of 
structure . 

f* 

Grether:   I  have  now  before  me  the  report  of  the  Combined  Committee  on 
Educational  Policy,  March  4,  1957.   This  was  based  upon  the 
report  that  we  had  submitted  to  the  Regents  on  November  5, 
1956,  called  "A  Comparison  of  the  Long-Range  Plans  of 
Development  of  the  Graduate  School  of  Business 
Administration  at  Berkeley  and  Los  Angeles."   It  so  happens 
(I'm  interested  in  terms  of  the  history  of  things)  that  E. 
W.  Strong  was  chairman  of  this  committee  at  the  time.   It 
might  be  worthwhile  if  we  take  the  trouble  to  put  this  on 
the  record.   This  committee  found  the  following  features  of 
our  joint  report,  to  use  their  word,  "commendable":   larger 
enrollment  in,  and  increased  emphasis  upon  graduate  work. 
(That's  like  Berkeley,  too,  you  see.)   They  liked  the  plans 
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for  the  development  of  new  programs  —  for  example,  electronic 
data  processing.   Now,  I  should  explain  that. 

UCLA  received  support  from  IBM  to  establish  a  data 
processing  center,  the  so-called  Western  Data  Processing 
Center.   This  was  a  very  wise  move  on  their  part;  they  got 
the  jump,  so  to  speak,  before  other  people  had  moved.   We 
had  a  development  up  here  which  I'd  like  to  discuss 
sometime ,  because  I  was  a  member  of  the  group  that  went  to 
the  Regents  to  get  a  central  computing  laboratory 
established  here.   But  I  think  it  would  be  confusing  to 
inject  that  into  this  discussion  here  now,  except  that  it 
was  a  very  important  area,  and  UCLA  made  the  first  move. 

The  combined  committee  placed  their  emphasis  upon 
research,  and  especially  the  stress  upon  the  quality  of  all 
of  our  work  in  research,  instruction,  and  in  public  service. 
They  expressed  sympathy  with  our  concern  for  expanding  staff 
and  facilities  and  the  problems  involved  there.   They  also 
expressed  concern  about  cooperation  between  our  two  schools 
and  with  the  other  schools,  colleges,  institutes,  and  so  on 
throughout  the  University  system. 

They  wanted  to  have  both  the  undergraduate  and  the 
graduate  programs  served  by  a  common  faculty.   This  came  up 
because  in  some  places  they  have  two  faculties- -the 
superior,  distinguished  graduate  faculty,  and  then  the  rest 
of  them.   We  don't  do  that.   We  oppose  bitterly  this  idea  of 
having  two  faculties. 

They  commended  us  for  breadth  and  experience,  and 
research  especially;  the  whole  area  there  was  commended. 

They  also  did  something--!  was  pleased  that  it  came  up 
from  them—and  that  is  that  they  wanted  to  be  sure  that  we 
could  take  care  of  students  from  other  states  and  countries 
as  well  as  locally;  that  we  not  just  become  provincial 
schools  serving,  say,  the  Los  Angeles  Area  or  the  Bay  Area. 

Nathan:   Does  that  have  some  financial  implications  also? 
Grether:   Oh,  yes.   It  means  a  larger  enrollment.   And  also-- 
Nathan:   And  scholarships? 

Grether:   Yes,  it  does,  and  we  could  discuss  that  at  some  time.   It 
means  going  perhaps  to  the  business  firms  and  getting  some 
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support,  because  if  you  bring  in  people  from  other  parts  of 
the  world  and  other  states,  you  increase  the  supply  locally 
of  trained  ability,  as  well  as  in  the  nation  and  the  world. 
(We  could  talk  a  long  time  about  that.)   Our  College  of 
Commerce  was  very  successful  from  this  standpoint;  we  had 
students  from  all  over  the  world,  as  I  think  I  mentioned 
earlier. 

When  it  came  to  the  problem  of  limitations  and 
undergraduate  enrollments,  I  was  rather  surprised  to  find 
that  they  took  our  Berkeley  view:   they  liked  the  stress 
upon  increasing  graduate  enrollment  and  work,  but  they 
didn't  like  arbitrarily  to  cut  us  back  at  the  undergraduate 
level.   The  reason  is,  as  they  gave  it,  the  worry  about  the 
influence  of  the  University  in  the  field  of  business  within 
the  State  of  California  as  compared  to  the  state  colleges. 
Actually,  this  has  happened;  the  state  colleges  have 
enormous  programs . 

Also,  it's  worth  recording  that  after  all  this  was  over, 
within  a  few  years  UCLA  dropped  its  undergraduate  program. 
First  it  transferred  it  to  the  College  of  Applied  Arts  (and 
I'll  have  to  check  to  see  just  what  survives  there.) 


Dropped  Programs 


Grether:  May  I  digress  here  just  a  moment?  This  is  a  very  important 
issue.  When  one  drops  a  program  in  which  there  is  an  active 
demand,  it  doesn't  mean  that  it  disappears.   It  merely  means 
that  it  appears  in  disguised  or  scattered  forms.   This  has 
happened  every  place  where  you  don't  have  an  undergraduate 
program  in  business.   For  instance,  Columbia  dropped  a 
program,  and  immediately  in  the  School  of  General  Studies 
the  work  was  being  given. 

Nathan:   I  see.   I  never  understood  that. 

Grether:  Oh,  yes.   For  example,  because  accounting  is  important, 
you've  got  to  give  work  in  accounting.   For  instance, 
Journalism  will  pick  up  advertising  because  there's  a  very 
strong  demand.   At  Stanford  this  has  happened.   Without  an 
undergraduate  School  of  Business  Administration,  the 
Economics  Department  therefore  gives  work  in  accounting. 
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This  has  a  very  interesting  historical  aspect.   There 
was  a  man  named  Canning  at  Stanford,  a  very  strong  man  in 
accounting,  but  he  was  in  the  Economics  Department.   It 
affected  the  kind  of  thinking  that  he  was  doing  in  his  work 
in  accounting,  in  contrast  with  being  a  member  of  a 
professional  school.   Psychology  will  tend  to  pick  things 
up,  too.   What  happens  is  that  the  work  becomes 
decentralized,  scattered  around;  it's  not  pulled  together 
and  coordinated.   Also,  quite  frequently  it's  given  by 
people  who  do  not  have  a  professional  interest.   The  quality 
may  suffer,  as  well  as  it  being  more  difficult  for  the 
students  to  get  access  to  something  coordinated.   So  we  felt 
our  scheme  was  better,  to  have  something  served  by  us,  by 
the  same  faculty- -in  the  same  way,  but  available  on  a 
coordinated  basis,  but  not  highly  specialized  at  the 
undergraduate  level. 

For  the  most  part,  this  statewide  committee  took  our 
view  and  not  that  of  UCLA.   They  liked  the  emphasis  upon  the 
graduate  work,  as  I  mentioned.   Then  they  went  on  to  compare 
the  differences  in  the  two  plans ,  and  they  pointed  out 
something  that  represents  the  basic  difference.   At  UCLA 
they  wished  to  have  a  graduate  business  center  on  the 
campus;  in  fact,  they  had  very  big  ambitions  for  maybe  ten 
acres,  including  dormitories  in  which  students  would  live. 
In  any  event,  UCLA  did  get,  as  a  result  of  the  support  here 
and  at  a  very  general  level,  a  separate  School  of  Business 
through  which  the  Western  Data  Processing  Center  was 
established.   Also,  UCLA  was  requesting  the  privilege  of 
soliciting  and  securing  funds  for  research  locally  as  well 
as  nationally,  especially  locally.   They  did  go  about  this. 

I  might  say  that  later  on  this  created  a  problem, 
because  USC,  very  jealous  of  its  own  position,  at  one  time 
threatened  to  go  to  the  legislature  and  ask  for  state 
support  if  UCLA  continued  trespassing  upon  its  private 
territory.   There  was  a  period  when  Kerr  was  President  when 
he  had  a  moratorium  on  some  of  this  private  solicitation. 
That  moratorium  has  been  lifted  now,  partly  bec-'ise  of  the 
decline  in  the  relative  amount  of  state  support   We  find  it 
necessary,  both  north  and  south,  to  go  out  and  get  support 
from  private  sources. 

Also  they  commended  us  for  planning  a  professional 
journal,  which  we  still  have,  the  California  Management 
Review,  published  jointly,  north  and  south.   That  was 
initiated  by  UCLA.   For  a  while  it  was  handled  down  there; 
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currently  it's  being  edited  in  Berkeley  in  this  building 
[Barrows  Hall] . 

At  UCLA  they  operated  their  own  laboratories  in  the 
field  of  production  management,  whereas  in  Berkeley  we've 
gone  to  Engineering  insofar  as  we  want  this  kind  of  work. 
This  was  a  major  stress  as  of  that  time;  I  don't  think  that 
is  nearly  so  significant  any  more. 

In  contrast,  in  Berkeley  we  did  not  wish  to  have  our  own 
building.   We  wanted  to  be  part  of  the  cluster  of  the  social 
sciences.   The  plan  was  approved  here  eventually- -Barrows 
Hall  and,  as  I  mentioned  last  time,  the  cluster  of  four 
buildings  which,  for  the  most  part,  has  been  abrogated  very 
badly. 


Final  Report  to  Regents'  Committee  (1958) 


Grether:   This  whole  business  finally  culminated  on  June  12,  1958, 
when  we  made  our  final  report  to  the  Educational  Policy 
Committee  of  the  Board  of  Regents.   [looking  through 
documents]  This,  for  the  most  part,  follows  along  the  lines 
I've  just  been  discussing.   Perhaps  I  could  put  in  a 
paragraph  or  two  here,  just  to  sum  up.   Here  on  page  2: 


The  plans  of  the  two  schools  are  basically 
similar  as  to  (1)  the  pattern  of  graduate  work, 
especially  core  curricula,  (2)  the  desire  to 
explore  new  vistas,  including  the  theory  of 
organization  and  technical  aids  to  management 
(that  includes  the  computer  area,  and  so  on), 

(3)  admission  standards  and  sizeable  increases 
in  enrollment  at  the  graduate  level, 

(4)  research  stress,  (5)  number  and  standards  of 
selection  of  faculty,  (6)  interdisciplinary 
interests  and  relationships,  (7)  additional 
space  requirements,  and  (8)  forecasts  of 
budgetary  needs  with  procedures  for  annual 
review  and  adjustments  of  budgets. 


I'm  not  sure  it's  important  to  go  into  it  here,  but  we 
can.   We  both  had  budget  figures  and  space  figures,  and  the 
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planning  went  forward.  Our  space  requirements  and  budgetary 
requirements  were  a  little  bit  smaller  dollar-wise,  partly 
because  UCLA  had  projected  a  somewhat  larger  enrollment  at 
the  graduate  level,  but  also  we  hoped  to  get  more  support 
out  of  the  other  departments,  allied  departments,  and  to 
share  this  cluster  of  buildings  and  in  the  general  campus 
pool.   So  our  approach  was  a  bit  more  modest,  but  we  were 
recognizably  in  the  same  ball  park  in  terms  of  the  planning 
as  of  that  time.   You  can  say  that  at  the  end  of  1958  the 
Regents  had  approved  long-range  plans  for  the  two  programs 
in  which  the  similarities  were  stressed  and  not  the 
differences,  but  there  were  some  differences. 

Since  then  things  have  changed.   As  I  mentioned  earlier, 
UCLA  dropped  its  undergraduate  program;  they  changed  its 
name  to  Management  rather  than  Business  Administration;  and 
it  has  gotten  relatively  somewhat  better  support  than 
Berkeley.   That's  a  very  difficult  thing  to  check  out, 
however,  because  there's  a  certain  amount  of 
decentralization  up  here.   Some  of  our  research  affiliates 
are  not  in  the  budget  of  the  school.   One  would  have  to  be 
very  careful  in  checking  to  try  to  make  comparisons.   But 
apparently  UCLA  in  recent  times  had  a  somewhat  higher  salary 
scale,  or  at  least  better  support,  and  at  least  some  of  our 
faculty  are  worried  about  this. 

In  any  event,  the  planning  from  1956  up  to  1960  did  seem 
to  reach  a  conclusion  that  satisfied  both  north  and  south  as 
of  that  time.   But  like  everything  else,  almost  immediately 
changes  began  to  occur.   In  fact,  this  was  in  our  plans. 
(If  you  wished,  or  it  seemed  important,  one  could  put  in  the 
budgetary  figures.)   But  it  was  noted  that  these  would  and 
should  be  subject  to  annual  review;  that  anything  you  do  has 
to  be  adjusted  in  terms  of  unpredictables ,  which  certainly 
have  occurred  in  the  period  of  these  documents. 


Do  you  have  any  questions? 
enough  for  the  record? 


Do  you  think  this  is  clear 


Nathan:   Yes,  I  think  you've  laid  it  out  admirably.   Perhaps  just  a 

reminder  that  if  you  will  deposit  some  of  these  materials  in 
The  Bancroft  Library,  those  things  you  allude  to  can  be 
checked  further. 

Grether:   That's  right,  and  there  are  documents  I  have  not  referred  to 
that  are,  for  example,  in  this  folder. 
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Concurrent  Development:   Case  Collection  Proeram 


Grether:   There  are  other  things  that  were  taking  place  that  we  might 
mention,  at  least  briefly.   For  example,  during  this  period 
we  began  a  case  collection  program  in  Berkeley.   I  have  here 
the  report  of  the  case  collection  committee,  dated  November 
1958,  with  Professor  Frederick  Morrissey  of  our  faculty  as 
chairman;  other  members  were  D.  J.  Duncan  and  P.  F.  Wendt. 
We  had  received  some  support  from  the  Ford  Foundation  for 
this  program,  and  also  very  active  support  from  the  business 
community.   There's  a  list  here  of  firms  that  are 
participating  with  us  in  this,  and  also  a  list  here  of  case 
studies  that  have  been  collected  and  the  names  of  the  people 
who  collected  them,  and  so  on. 

Nathan:   Could  you  define  the  criteria  for  a  case  study? 

Grether:   Yes.   This  is  not  an  easy  matter,  but  let's  talk  about  it. 
The  thing  that  differentiated  the  Harvard  Business  School 
right  from  the  beginning  was  this  idea  of  case  collection. 
You'll  find  back  there  on  one  of  my  shelves  a  book  about  the 
Harvard  case  collection  program.   Now,  Harvard  had  an 
ambition  that  has  been  realized  only  in  part,  but  to  some 
extent  has  been  sufficiently  realized  so  that  it  has 
differentiated  them  from  other  schools:   that  is,  that  cases 
of  real  business  situations,  where  decisions  had  to  be  made, 
were  prepared  by  the  case  workers  who  go  out  to  the  business 
firms.   The  workers  develop  these  materials,  and  they're  put 
in  the  hands  of  the  students. 

The  students  then  are  expected,  under  what  you  may  call 
a  pure  case  approach,  to  try  to  put  themselves  in  the  frame 
of  mind  or,  if  they  can,  in  the  psychology  of  the 
decisionmakers ,  with  this  body  of  material  before  them.   In 
a  sense  it's  a  way  of  giving  the  students  vicarious  business 
experience.   They're  not  out  in  business,  but  they've  got 
the  facts  in  a  given  business  situation  where  there's  a 
problem  requiring  a  solution. 

Actually,  one  reason  for  this  approach  at  Harvard  to 
begin  with  was  to  break  up  the  lecture  method,  to  guarantee 
that  students  would  participate.   If  you  talked  to  what  you 
may  call  a  full,  pure  case  teacher  at  Harvard,  he  uses  the 
so-called  unstructured  method:   he  sits  there,  and  the 
students  discuss  the  cases. 
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Nathan:    Right.   So  the  student  has  the  evidence,  or  the  documents  in 
front  of  him,  and  then  he  tries  to  make  the  decisions? 

Grether:   The  students  must  make  the  decisions  based  upon  this 

documentation.   But  they  do  it  by  trying  psychologically  to 
become  involved  in  the  situation  with  these  facts:   What 
would  be  a  reasonable  decision?  Have  I  discussed  this  with 
you  in  the  past? 

Nathan:   No.   This  isn't  familiar. 


Harvard  vis-a-vis  Carnegie-Mellon 


Grether:   I  took  this  so  seriously  that  I  went  to  Harvard  and  spent  a 
week,  talked  to  the  people  collecting  the  cases  and  to  the 
professor  in  charge ,  and  then  went  and  observed  the  case 
method  being  taught  in  the  classroom.   It  was  a  very 
revealing  experience.   For  example,  I  remember  one  class 
where  a  student  raised  his  hand  and  said,  "Professor,  isn't 
this  really  kind  of  crazy?  Last  Friday  you  gave  us  75  pages 
of  case  material.   On  Tuesday  we  are  expected  to  make 
executive  decisions.   Isn't  this  kind  of  crazy?"  That  was 
one  question.   I  was  glad  to  see  this,  because  I  think  it's 
fine  that  students  feel  free  enough  to  raise  these 
questions . 

Another  said,  "How  did  you  know--"  (and  the  professor 
teaching  this  class  I  knew  pretty  well)  "--so  you  can  say 
with  authority,  'This  firm  made  a  mistake'  in  the  case  of 
this  particular  decision?"  The  professor's  reply  was- -you 
won't  believe  it- -"After  teaching  and  collecting  2,000  cases 
over  all  these  years,  I  know  intuitively  that  the  firm  made 
a  mistake. " 

In  other  words,  this  is  what  you  would  call  the  gospel 
of  the  unstructured  case  method;  that  the  student,  having 
been  brought  inside  vicariously  into  these  situations  for 
two  years,  acquires  an  ability  to  judge  situations  and  to 
make  sound  decisions.   You  can't  guarantee  there's  something 
to  it;  you  can't  decide  and  say  there's  nothing  to  it, 
because  most  of  the  graduates  of  Harvard  have  been 
enormously  successful.   There  is  something  to  this. 
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Nathan: 
Grether: 


Just  by  way  of  contrast,  though,  I  then  went  from 
Harvard  to  Carnegie  Tech  (it's  now  called  Carnegie -Mellon) . 
I  observed  Herbert  Simon  and  other  people  teaching  the  case 
method  there  (he  used  to  be  with  you  people  over  in  Public 
Administration).   Herbert  Simon  is  a  very  extraordinary 
person;  he's  a  kind  of  one-man  faculty.   He's  at  home  in 
psychology,  economics,  mathematics,  social  sciences  —  a  very 
extraordinary  person.   In  fact,  Kerr  had  me  keep  an  offer  on 
his  desk  all  the  time  I  was  dean:   "Anytime  you'd  like  to 
come  back  to  Berkeley,  just  let  us  know."   It  would  have 
been  a  great  coup . 

I  notice  recently,  by  the  way,  that  a  professor  at  MIT 
is  criticizing  the  idea  of  computers  being  able  to  think. 
There's  a  reply  by  Herbert  Simon.   Herbert  Simon  was  one  of 
the  leaders  in  this  whole  computer  area.   In  fact,  at  one 
stage  we  brought  two  of  his  very  bright  people  who  were 
supposed  to  be  cast  in  his  own  image  to  our  faculty- -Julian 
Feldman  and  a  man  named  Feigenbaum.   Feigenbaum  is  now  at 
Stanford,  and  Feldman  is  on  the  Irvine  campus,  so  we  lost 
our  team.   They  were  supposed  to  bring  to  our  faculty  the 
same  type  of  capacity,  and  especially  desire  to  work  in  the 
computer  area,  that  Simon  had. 

Were  you  about  to  tell  me  also  the  answer  to  this  statement 
that  computers  can't  think? 

Yes.   Well,  maybe  we  ought  to  have  a  session  on  the  Berkeley 
computer,  because  I'm  sure  we  could  bring  that  into  it.   The 
MIT  professor  says  they  can't,  and  these  other  people  claim 
they  can.   In  fact,  Feigenbaum,  as  I  recall  it,  on  our 
faculty  for  a  time,  strongly  felt  that  you  could  replicate 
the  human  mind  in  the  computer  and  have  computers  that  would 
be  able  to  think.   This  is  a  very  exciting  area.   In  fact,  I 
would  put  it  this  way:   Looking  ahead,  the  computer  probably 
will  be  as  important  relatively  as  the  automobile  has  been, 
looking  backward,  in  the  nature  of  what  takes  place.   The 
computer  is  also  quite  different,  because  it  allows  such 
complex  types  of  analyses  and  enormous  memories.   The 
potentialities  here  are  tremendous,  and  it  breaks  up  into 
many  variations  of  service  activity. 

For  instance,  a  young  lady  at  my  home  the  other  evening, 
working  in  one  of  the  offices  on  campus,  was  saying  how 
poorly  the  Berkeley  computers  are  working.   She's  thinking 
about  those  serving  student  records  and  student  enrollments. 
That's  quite  different  from  the  central  computer  we  use  for 
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research  purposes.   That's  an  enormous  area  that  breaks  up 
into  all  sorts  of  subsidiary  industries. 

I  was  glad  at  the  time  to  have  had  these  two  very  able 
young  men  come  into  our  faculty  situation,  and  I  had  high 
hopes.   But,  like  so  many  things,  this  didn't  turn  out. 

Now  to  come  back  to  Herbert  Simon  and  the  case  method. 
I  listened  to  him  and  to  other  members  of  the  faculty,  and 
had  lunch  with  him.   I  said,  "Do  you  realize  that  you're 
teaching  the  case  method  quite  differently  from  Harvard?" 
He  said,  "Well,  I  hadn't  thought  about  it."   (Maybe  he  had; 
I  can't  believe  he  hadn't  thought  about  it.)   I  said,  "You 
are  putting  these  materials  in  the  hands  of  the  students, 
and  then  you're  standing  outside  looking  at  these  materials 
as  research  evidence,  and  you're  trying  to  use  these 
materials  as  a  basis  for  developing  principles.   Whereas  at 
Harvard  they  take  the  students  inside  the  case,  and  they're 
trying  to  give  them  an  intuitive  capacity  for  making  sound 
decisions . 

Nathan:   Through  experience? 

Grether:   Through  experience.   There's  an  enormous  difference  here. 

"The  Harvard  approach,  if  it's  carried  through,  points  away 
from  theory  and  generalization,  whereas  your  approach--" 

Nathan:    Constructs  theory? 

Grether:   Yes,  that's  right.   To  me  this  was  very  revealing.   It's 
very  important,  by  the  way,  in  terms  of  the  variations  of 
emphasis  as  between  Berkeley  and  some  other  schools. 

Nathan:   When  you  did  this  at  Berkeley,  did  you  use  the  experiential 
part,  or  did  you  try  to  develop  principles  and  theory? 

Grether:   Let's  discuss  that.   We  no  longer  have  a  case  collection 
program.   This  doesn't  mean  they're  not  being  used.   It 
means  that  the  gospel  of  case  collection- -what  you  might 
call  the  pure  approach- -is  not  accepted  by  most  Berkeley 
faculty  members,  but  yet  we  do  wish  to  relate  to  the  real 
world.   For  example,  if  you  look  around  this  room,  I  have 
dozens  and  hundreds  of  cases  in  my  files  based  upon  my  own 
work  and  experience.   I  can  pick  those  up,  either  mentally 
or  just  take  the  folder  into  my  class,  and  talk  about  these 
real  situations. 
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I  don't  like  to  build  my  instruction  merely  upon  one 
case  after  another;  I  like  to  combine  the  case  materials 
with  a  theoretical  framework,  a  structure  of  some  sort.   In 
other  words,  our  thinking  would  be  more  akin  to  the 
Carnegie -Mellon  type  of  thinking  than  the  Harvard  type. 

Harvard  is  changing,  too --that  is,  especially,  younger 
men  coming  into  the  Harvard  scheme.  So  there's  no  single 
generalization  that  fits  anymore.   It  is  important,  I  think, 
in  terms  of  what  we're  trying  to  accomplish  here,  to  realize 
that  we  gave  up  the  case  collection  program.   In  fact,  I  was 
horrified  to  discover,  when  I  went  down  to  the  office  the 
other  day,  that  they've  thrown  away  a  lot  of  this  material, 
just  to  make  space. 

Nathan:   Oh,  that's  awful. 

Grether:   It  seemed  so  to  me.   This  does  not  mean  that  we're  not  using 
cases.   We  were  participating  at  this  point  with  the  Harvard 
Clearing  House.   Harvard  operates  a  clearing  house  for 
cases,  and  you  can  send  in  and  buy  these.   Some  of  our 
instructors  are  using  cases  cleared  through  the  Harvard 
Clearing  House  that  may  have  been  developed  at  Harvard  or 
elsewhere . 

Last  year,  for  example,  Dick  Holton,  whose  office  is  out 
here,  and  who  has  been  the  dean,  developed  a  case  on  the 
Rucker-Fuller  and  NL  Industries  merger;  he  was  on  the  board 
of  directors  of  the  local  Rucker-Fuller  Company.   He  felt 
this  was  a  very  interesting  case,  so  he  developed  it.   That 
will  be  available  in  our  own  collection. 

Nathan:   I  might  ask  one  more  question.   You  were  speaking  of  people 
who  go  out  into  the  businesses  and  the  industries  and 
collect  the  materials  on  which  decisions  have  to  be  made. 
Were  these  faculty  or  graduate  students?  Who  did  that? 

Grether:   At  Harvard  it  tends  to  be  a  special  group  of  case  writers. 

Often  they  will  be  junior  people  working  for  their  doctorate 
(Harvard  gives  a  Doctor  of  Business  Administration  degree) , 
or  it  might  be  people  who  stay  on  for  a  while  to  get  this 
experience.   This  is  one  of  the  problems  here.   This 
document  I  have  in  front  of  me  shows  cases  collected  by 
various  people.   Here's  Harry  Allison,  Dick  Holton,  and  so 
on,  going  right  on  down.   In  our  scheme  of  things,  in  the 
review  procedures,  going  from  department  up  to  the  central 
review  committee,  the  collection  of  cases  would  not  be 
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Nathan: 


Grether: 


ranked  as  high  as  scholarly  writing.  Maybe  it  should  be, 
but  it  isn't.   So  people  don't  get  quite  the  same  reward. 
The  environment  here,  I  think,  tends  to  some  not  to 
encourage  the  effort;  yet  we  are  using  cases. 

There's  a  further  factor,  of  course.   In  recent  years 
there's  been  a  great  stress  upon  so-called  model  building 
and  model  analysis.   Much  of  this  tends  to  be  theoretical, 
statistical,  and  econometric  in  nature,  in  which  the 
computer  plays  a  role  sometimes.   Some  of  our,  especially, 
younger  people  have  preferred  this  sort  of  stress  to  going 
out  and  collecting  the  case  materials.   Yet  at  some  point 
they  should  really  be  brought  together,  because  you  can 
adjust  the  assumptions  of  the  model  based  upon  the 
conditions  of  the  real  world,  to  make  them  more  realistic. 

Yes.   I'm  interested  in  the  way  you  continually  bring 
together  these  two  approaches. 

Well,  I  think  it's  almost  the  essence  of  what  goes  on  here; 
we  have  a  very  strong  analytical  basis  in  Berkeley,  but  at 
the  same  time  we  realize  that  we  want  to  relate  to  and  serve 
the  internal  organization  and  decision  processes  of  the 
enterprise.   We  are  a  school  of  business.   It's  merely  a 
matter  of  emphasis. 


Case  Method  in  Business  Schools  and  in  Law  Schools^ 


Nathan: 


Grether: 


We  were  talking  about  the  case  method. 
a  little  more  about  that? 


Did  you  want  to  say 


Yes.   It  occurred  to  me  during  our  break  that  perhaps  I 
should  contrast  the  case  method  as  taught  in  business 
schools  with  that  in  the  law  schools.   In  law  schools,  of 
course,  using  cases  is  of  the  essence,  because  the  law  never 
is  established  until  there's  been  a  series  of  judicial 
decisions,  which  become  the  case  materials  —  the  briefs  and 
evidence  presented,  and  then  the  conclusion  of  the  court.   A 
law  is  built  case  by  case. 

Now,  some  people  thought  that  perhaps  we  could  use  the 
case  method  in  business.   You  could  have  a  file  of  cases,  a 
library  of  cases.   Then  you'd  get  a  problem,  you'd  punch  the 
computer,  and  out  comes  case  so-and-so  and  the  answer  they 
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gave  at  that  time.   Well,  we  haven't  arrived  there  yet;  I 
doubt  if  we  ever  will  arrive  there.   But  something  of  that 
sort,  under  certain  conditions,  where  there  are 
similarities,  would  be  helpful  to  be  able  to  see  what  firm  X 
did  under  similar  situations.   But  to  be  able  to  really  have 
the  computer  make  the  decisions  by  merely  bringing  up  the 
cases  is  still  a  long  distance  in  the  future. 

There  is  something  to  this.   I  work  in  the  legal  area  a 
great  deal.   In  a  sense  I  combine  the  two,  because  I  like  to 
put  the  firm  in  what  I  call  its  setting,  so  to  speak,  and 
then  try  to  anticipate  what  would  be  the  kind  of  decision. 
If  you  had  enough  cases  where  the  firm  is  in  the  same 
setting,  then  maybe  you  could  have  a  list  of  these  prepared. 
It's  a  far  cry,  though,  for  the  most  part,  between  the  case 
method  as  employed  in  law  schools  and  the  case  method  in 
businesses . 

Perhaps  I  should  stress  one  more  thing.   There's  a 
difference  between  the  case  method  in  the  full  sense  and  the 
problem  method.   For  instance,  our  accounting  instructors 
use  problems  very  heavily  in  their  teaching,  and  the 
students  labor  long  hours  over  the  solutions  to  given 
accounting  problems.   The  problem  could  be  put  in  the 
setting  of  a  full  case  analysis,  but  it  need  not  be. 
There's  a  wide  range  of  variation  in  terms  of  the  way  in 
which  cases  and  problems  are  employed.   In  any  event,  we  do 
wish  to  relate  the  business  firm  to  the  real  world  in  which 
it  operates,  since  we  are  a  professional  school. 


Executive  Development  Program 


Grether:   The  difference  between  the  stress  here  and  the  stress  in 
some  other  places  probably  is  best  exemplified  by  another 
area,  if  you  don't  mind.   I'd  like  to  look  at  our  Executive 
Development  Program- -its  origin  and  what  we  do- -because  it 
is  quite  different  from  what  is  done  in  most  places.  Among 
the  things  that  we  had  to  develop,  once  we  got  going  at  the 
graduate  level  and  once  we  got  more  adequate  support- - 
especially  once  we  had  a  faculty  of  our  own- -was  to  look  at 
a  lot  of  things,  and  one  was  this  area  of  executive 
development.   We  not  only  wished  to  serve  our  students  on 
the  campus,  but  the  larger  community.   Many  business  schools 
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had  so-called  executive  development  or  executive  education 
programs . 

We've  had  in  University  Extension  for  a  long  time,  of 
course,  adult  education  programs,  and  those  are  still 
continuing.   If  you  wish,  we  could  look  at  that  a  bit,  but 
there  are  so  many  things  that  pretty  soon  we'll  have  four 
volumes  on  the  shelf  [laughter]  instead  of  a  simple  oral 
history.   But  it's  true,  of  course;  we  reach  out  in  so  many 
different  directions. 

In  the  early  1950s  we  began  entering  this  10-year 
planning  program.   One  thing  we  were  worried  about  was  what 
we  should  do  to  serve  the  top  and  middle  level  executives  in 
business.   You  may  recall  that  I  said  we  made  a  study  of 
placement  programs;  we  also  made  a  study  of  what  was  going 
on  elsewhere  in  this  area  of  so-called  executive  programs. 
We  also  were  very  fortunate  in  that  we  brought  to  our 
faculty  Eugene  Burgess  (we  called  him  Gene),  a  rather  unique 
person  because  we  brought  him  from  the  General  Mills 
Corporation,  where  he  had  been  the  vice  president  in  the 
field  of  industrial  relations.   We  thought  of  him  initially 
as  adding  this  type  of  ability  and  strength  to  our  faculty 
in  the  field  of  industrial  relations.   It  happened  that  Gene 
had,  as  I  recall,  a  doctorate  from  the  Sorbonne  or  someplace 
in  France.   So  he  had  an  academic  credential,  but  yet  he 
came  out  of  business.   Gene  turned  out  to  be  a  very 
interesting  type  of  person.   Very  strong  views,  very  strong 
personality.   He  decided  he  didn't  want  to  really  be 
considered  for  the  professorship;  he'd  rather  have  the  title 
of  lecturer,  which  gives  one  more  freedom.   He  wanted  to 
teach  a  course,  but  didn't  want  to  have  the  full  teaching 
responsibility. 

You  notice  I  didn't  say  "load."  The  word  "workload" 
just  doesn't  sound  right  to  me  for  some  reason.   It  puts  the 
wrong  connotation  on  teaching.   Right  now  I  notice  we  have  a 
committee  discussing  faculty  workloads,  and  i   annoys  me  no 
end,  because  I  think  teaching  should  be- -it's 
responsibility,  but  it  shouldn't  be  considered  a  load, 
suggesting  a  heavy  burden  bearing  down  upon  someone. 

Hod  carrier? 

Yes,  that's  right.   And  the  students  become  a  load,  a 
burden.   It  should  be  an  exciting  enterprise,  the  interface 
between  the  students  and  the  teachers. 
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In  any  event ,  Gene  was  unique .   How  to  use  him?  He  made 
a  study  of  executive  programs,  and  he  came  in  with  a 
recommendation.   I  followed  up  on  it.   I  have  notes  here, 
for  example  [searching  through  papers],  dated  November  12, 
1956.   "An  interview  with  Howard  Wesley  Johnson  at  MIT." 
Now,  who  in  the  world  is  he?  It's  a  curious  thing:  he  was 
Gene's  successor  at  General  Mills.   He  left  there  and  went 
to  MIT,  where  he  was  at  this  time  an  associate  professor. 
He  eventually  got  to  be  a  dean,  and  then  president  of  MIT. 
At  this  time,  this  area  was  his  responsibility  at  MIT,  so  we 
had  a  very  good  basis  for  interaction.   In  fact,  when  we 
finally  decided  to  enter  this  area,  he  came  out  and  sat  in 
on  our  first  program  as  a  critic  of  it,  to  advise  us  on  how 
it  went  and  how  we  should  plan  it  in  the  future.   Here  are 
my  very  lengthy  notes  based  upon  the  second  draft  of  Gene's 
proposal  to  us .   I  won't  go  over  all  this  in  detail. 
Actually,  Johnson  was  very  pleased,  because  much  of  this 
sounded  like  one  of  their  programs  at  MIT,  which  is  true, 
because  Burgess  and  Johnson  were  friends. 

What  is  it  that  was  being  recommended  here?   It  was 
suggested  that  instead  of  giving  the  ordinary  how- to-do- it 
type  of  program- -how  business  executives  can  improve  their 
decisionmaking  in  area  after  area,  whatever  the  areas  might 
be- -we  think  in  terms  of  employing  the  full  resources  of  the 
Berkeley  campus  to  illuminate  for  these  executives  the 
environment  in  which  they  operate .   We  have  such  rich 
resources  here,  and  it's  impossible  for  a  typical  business 
executive,  considering  where  he's  located  and  the  fact  that 
he's  under  very  great  pressures,  to  get  this  kind  of 
background.   We  thought  we  should  take  him  away  from  his 
desk  for  a  while  and  expose  him  to,  say,  some  of  our  top 
scholars,  not  only  on  our  own  faculty  but  throughout  the 
University  community  in  general.   We  should  select  those 
scholars  and  the  areas  of  analysis  in  terms  of  either  the 
current  issues  that  are  being  discussed,  or  that  are 
obviously  emerging,  or  are  continuing  issues  for  the 
business  executives,  especially  keeping  in  mind  that 
business  is  increasingly  under  pressure  to  be  "socially 
responsible."  You  recall,  of  course,  the  interviews  with 
the  Haas  people.1 


'Walter  A.  Haas,  Sr. ,  Daniel  E.  Koshland,  Sr.,  Walter  A.  Haas,  Jr., 
Peter  E.  Haas,  Levi  Strauss  and  Company.  Tailors  to  the  World,  an  oral 
history  conducted  in  1972  and  1973  by  Harriet  Nathan,  Regional  Oral 
History  Office,  The  Bancroft  Library,  University  of  California,  Berkeley, 
1976. 
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We  ought  to  think  in  terms  of  the  environment  in  which 
businesses,  especially  corporations,  operate,  and  try  to 
expose  the  executives  in  residence  with  us  to  the  thinking 
of  some  of  the  leading  scholars  of  the  world,  because 
they're  available  on  our  campus.   This  was  what  was  done 
finally,  but  we  didn't  quite  believe  it  ourselves.   So  the 
first  program--!  have  a  whole  file  here;  it  was  probably 
half  our  faculty  and  half  other  people.   Our  faculty  was 
used  in  a  fairly  perfunctory  way  to  indicate  the  problems  in 
business  finance  and  investments  or  marketing  and  whatnot. 
The  program  would  be  running  four  weeks ,  and  there  would  be 
discussions  all  day. 

Nathan:    I  was  just  wondering  if  it  was  something  like  five  people  or 
ten  people? 

Grether:   It'd  be  probably  ten  people  from  our  faculty,  and  maybe  an 

equivalent  number  or  fifteen  from  outside  the  campus.   Right 
from  the  beginning  we  monitored  these  programs  very 
carefully.   That  is,  there  was  always  a  general  discussion 
at  the  end,  and  the  students  were  given  a  rating  scale  to 
rate  each  of  the  lecturers  and  their  reaction  to  them. 
Gradually,  over  a  period  of  years,  one  got  a  picture  of  two 
things.   One  was  which  instructors  or  scholars  were 
effective.   For  instance,  Bob  [Robert  A.)  Scalapino  is 
always  effective.   He  has  this  enormous  energy  and  drive, 
and  he  communicates  very  well.   We  also  wanted  to  know  which 
were  ineffective  in  other  terms- -remembering  these  are 
businessmen,  and  they're  mature  people,  35  to  50  years  old. 
So  these  are  always  monitored.   We  discovered  in  this 
monitoring  process  that  actually  the  response  was  better  to 
leading  scholars  in  other  fields  than  to  our  own  school 
faculty;  not  that  our  own  faculty  was  not  competent,  but 
they  liked  this  idea  of  exposure  to  other  questions- -for 
instance  the  population  problem  which  was  so  urgent.   Well, 
here  we  had  the  experts  on  the  campus,  you  see,  who  could  be 
brought  into  the  program.   So  this  is  what  has  been  done. 

About  three  or  four  years  ago  it  was  felt  that  maybe  we 
were  in  a  rut.   So  I  came  out  of  my  hiding,  or  whatever  you 
call  it  that  I  do  up  here,  and  made  a  study  again  for  them. 
We  sent  out  letters  to  alumni  of  the  program,  and  we  also 
monitored  the  existing  group  and  did  whatever  we  could  to 
check.   We  decided  that  our  idea  of  exposing  people  to  the 
leading  scholars  in  other  fields  and  having  them  think  in 
terms  of  the  environment  in  which  business  firms  operate  and 
the  dynamics  of  that  environment  and  the  important  issues  of 
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that  environment --that  they  still  preferred  this  to 
something  more  how- to-do- it  in  terms  of  how  to  improve 
decisionmaking  with  respect  to  specific  problems.   An 
example  would  be  the  narrow  issues  of  accounting,  or  the 
investment  portfolio,  or  mergers,  or  acquisitions,  or 
whatnot. 

Just  to  illustrate  what  this  means,  here  is  this  last 
program  last  fall.   By  the  way,  sometimes  we've  had  two 
meetings  a  year;  usually  it's  only  one.   It's  amazing  what 
has  happened  here.  About  a  third  of  the  people  come  from 
abroad:   Sweden,  for  example,  the  Volvo  Company. 

How  do  you  invite  people,  or  how  do  you  recruit? 

There's  a  mailing  list  for  announcements.   The  first  few 
years  were  difficult.   Burgess  used  to  go  on  the  road  and 
visit  firms,  talk  to  the  top  management,  explain  our  idea. 
Now  there's  a  mailing  list,  a  background  of  experience,  and 
previous  attendants  will  recommend  to  their  organizations. 
It's  just  amazing  to  see  people  here  from  the  Orient,  from 
Europe,  from  Africa.   Also,  another  thing  has  happened 
that's  kind  of  interesting,  and  that  is  that  government 
people  are  attending,  not  merely  the  private  businesses. 
Part  of  the  benefit  they  get,  of  course,  is  the  variety  of 
people  from  all  over  the  world  and  various  private  and 
public  enterprises  who  are  involved  in  the  mix. 

Are  these  weekend  sessions? 

No,  it's  four  solid  weeks.   They  don't  bring  their  wives  or 
families  along.   It's  four  solid  weeks,  and  they  work  very 
hard.   They  have  a  tremendous  amount  of  material  to  read; 
much  of  it,  of  course,  they  won't  be  able  to  read.   They 
live  in  the  Durant  Hotel,  which  is  excellent.   This  is  one 
reason  they  like  our  programs,  because  some  places  they  live 
in  dormitories. 

Harvard  has  built  special  facilities;  Harvard  has  one  of 
the  most  successful  programs.   They  bring  them  there  for 
thirteen  weeks  or  even  a  year  sometimes.   MIT  has  a  program 
that's  run  for  an  entire  year,  where  people  just  pick  up  and 
leave  a  job.   One  trouble  with  those  is  that  some  people 
can't  be  spared  that  long.   Four  weeks  is  even  stretching  it 
for  some . 
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Living  in  the  Durant  Hotel  is  excellent,  because  they 
get  hotel  type  of  accommodations.   Of  course,  it's  blocked 
off,  and  they  see  each  other  at  meals.  They  come  over  here, 
and  it's  held  in  the  Lipman  Room  upstairs,  which  is  just  an 
excellent  environment  for  these  discussions. 

To  illustrate  this,  Frank  Kidner,  for  instance,  is 
talking  here  [referring  to  document]  about  the  monetary 
system.   Frank's  been  very  effective- -he's  a  good  teacher-- 
and  Bob  Einzig,  about  economic  policy.   Here's  Sherra  Maisel, 
former  professor  on  our  faculty,  who  is  with  the  board  of 
governors  of  the  Federal  Reserve.   And  here,  for  just  a 
change  from  economics,  is  Sherwood  L.  Uashburn  of 
anthropology,  on  human  evolution;  it's  really  his  faculty 
research  lecture.   I  had  heard  that,  and  we  tried  it  on 
these  people,  and  they  loved  it.   It's  amazing  how  they 
liked  this  broad,  panoramic  view. 

Nathan:   There's  some  intellectual  curiosity? 

Grether:   That's  right;  that's  right.   Well,  it  was  amazing  to  see 

their  reaction.   Last  time,  I  gave  an  interpretation  on  our 
economic  policy  of  maintaining  competition,  but  putting  it 
in  a  very  broad  basis.   Here's  George  Lenczowski  on  the 
Middle  East,  where  he  is  an  authority;  Scalapino  on 
international  issues;  John  Letiche  of  economics  on  some 
aspects  of  the  current  international  economy;  George 
Pimentel,  a  chemist,  on  "Technological  Decisionmaking; " 
Chuck  Johnson  of  political  science,  and  problems  of  Japan. 
This  is  the  way  it  goes.   Harmer  Davis  in  the  area  of 
transportation;  Lenczowski  in  another  session  on  the  Soviet 
Union;  Joseph  Garbarino  of  our  own  faculty  dealing  with  wage 
policy  (that's  getting  fairly  close  to  their  own  interests; 
we  have  a  little  of  that);  here's  Glenn  Seaborg  on  energy. 

One  thing  that's  happened  in  recent  years:   we  take  them 
over  to  the  Medical  Center,  and  they  have  a  program  there. 
Here's  a  program  on  ethnic  diseases.   Another  one  on  kidney 
transplants,  some  of  the  new  developments.   Here's  another 
one,  "The  Cost  of  Medical  Education."  This  seems  to  be 
rather  effective;  they  like  this  sort  of  thing.   Well,  I'm 
not  going  through  all  of  this.   Here's  Melvin  Calvin  on 
solar  energy;  here's  something  in  the  social  welfare  field 
this  time,  by  Robert  Pruger  in  the  School  of  Social  Welfare; 
here's  Arthur  Sherry  from  the  Law  School  on  criminal  law, 
crime  and  administration.   Here's  something  in  the  field  of 
public  education,  with  Professor  James  W.  Guthrie  and 
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another  man  named  Professor  Dale  Tillery.   In  other  words, 
it  is  anything  but  a  program  in  how  to  manage  a  business. 

Nathan:   Wonderful.   It  sounds  like  a  lot  of  fun,  really. 

Grether:   It  is  for  them,  and  they  love  it.   Some  firms  always  have 
two  or  three,  and  some  have  more.   IBM  always  has  about 
three  people  there.   Boeing  Aircraft  of  Seattle  usually  has 
about  three  people.   Some  firms  have  gotten  to  be  regular 
patrons  of  this  approach.   So  I  think  we  can  say  it  has  been 
highly  successful. 

Also,  what  it  does  is  relate  us  to  the  Berkeley  campus. 
This  is  a  continuing  theme.   I  notice  this  as  I  talk  to 
people  who  have  participated  in  this  program  from  other 
parts  of  the  University.   They  like  it  also.   They're  very 
impressed  by  this,  and  also  by  the  idea  of  our  bringing  in 
the  well-known  scholars  in  other  fields  while  giving  them  an 
opportunity  to  try  out  their  ideas,  express  their  views 
before  the  group  of  active  people  in  the  field  of  business. 

Nathan:   Did  we  mention  when  this  got  started? 
Grether:   Yes,  in  1956. 
Nathan:   A  lot  happened  then. 

Grether:   Oh,  yes.   Also,  I  should  mention  that  Gene  Burgess 

eventually  retired,  after  being  enormously  successful  in 
handling  this- -so  successful  that  I  recall  one  time  they 
gave  him  one  of  these  black  snakes,  you  know? 

Nathan:   Oh,  a  whip?   [laughter] 

Grether:   Because  he  was  whipping  them  so  hard.   Part  of  it  is  to  keep 
them  working  hard  for  four  weeks;  otherwise  they  can't 
justify  being  away  from  their  jobs  that  long,  and  when  they 
go  back  they  really  have  put  in  a  very  strenuous  four  weeks. 
He  was  succeeded  by  Bruce  Neighbor,  who  then  was  stolen  from 
us  by  MCA,  which  is  a  very  successful  corporation  in  the 
Hollywood  area.   (He  unfortunately  died  last  year;  I  don't 
know  why.   But  I  got  a  notice  of  his  decease.) 

Recently,  because  of  financial  stringencies,  we  don't 
have  a  director  of  the  program;  faculty  members  take  turns. 
Frank  Kidner  was  doing  it  last  time,  since  he'd  retired.   He 
and  one  of  our  younger  men  are  going  to  direct  it  this  year. 
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Of  course,  they  have  good  staff  assistance  from  a  young 
woman,  Betty  Robinson,  who's  been  working  with  the  program 
during  recent  years.   Before  that  there  was  Alma  Hearn,  who 
died;  and  there's  a  memorial  lecture,  because  she  was  a  very 
strong  influence  in  helping  run  the  program  under  Gene 
Burgess . 

I  would  call  this  a  small  success  in  the  sense  that  it's 
not  a  big  thing- -25  or  30  people,  usually  only  once  a  year. 
But  it's  a  prestigious  type  of  thing,  quite  appropriate  to 
the  kind  of  image  that  Berkeley  likes  to  create  and 
maintain. 
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